


K 
eeeeeeeeee * 
~ é 


Os dit Union 


~ 


“OFFICIAL PUBLICATION OF THE CREDIT UNION NATIONAL ASSOCIATION, INC. 






ON THE COVER 

The steel strike is over, and 
eredit unions in many cities 
from Pittsburgh to Birmingham 
and Pueblo—have a stronger re- 
lationship with their members as 
a result. On the cover is John J. 
Parfitt, treasurer of the Edgar 
Thomson Works Employees Fed- 
eral Credit Union, Braddock, Pa. 
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Credit union income tax position 


LIC ATION 


What about it? 


INCOME TAX REMINDER .... Credit union 
members in the United States should remember that 
dividends earned on credit union share accounts. 
even small amounts, are required to be reported on 

stemar of C federal income tax returns. The credit union move 
ment is cooperating with the Internal Revenue Serv 


ice in an effort to cut down under-reporting in 1960 











Case A 


Personal History. “A” was a 50- 
year-old railroad information clerk. 
with two dependents. He had held his 
job eleven years. Before deductions. 
his monthly salary was approximately 
$300. His wife and son both had in- 
dependent incomes. The wife’s annual 
earnings were in the neighborhood of 
$4,000. The 25-year-old son was 
serving in the armed forces. “A’s” 
fellow-employees and superiors con- 
sidered him an excellent worker and 
a conscientious and likeable guy. 

Problem. “A” became a _ horse- 
player. For several years he gambled 
small amounts, never betting more 
than $1 or $2 at a time. But his losses 
mounted steadily. Suddenly he found 
himself in trouble, to the tune of al- 
most $3,000. 

By this time “A” was unable to go 
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*‘We have handled enough problem cases to fill a book,” says 


Louis Bonderefsky. 


From 1940 to 1959 Bonderefsky was treasurer of Grand 
Central Terminal Employees Federal Credit Union in New 
York City. Today he is managing director of the New York 


State Credit Union League. 


“| remember at one time we were handling more than 
fifty trustee accounts simultaneously,” he says. 

Here are five stories of members this credit union has 
helped. How would you have handled them? 


home at night. His wife would have 
nothing to do with him. She resented 
his gambling and the difficulties which 
it had brought upon his family. 

“A” took to sleeping in the empty 
cars of the railroad terminal. Ordered 
out of the station, he rode the subways 
throughout the night. He was in im- 
minent danger of losing his job. 

At this point “A’s” supervisor 
phoned the credit union. “Is there 
anything you can do for this man?” 
he wanted to know. 

Here is what Grand Central did 
to solve “A’s” problem: 

Treasurer Bonderefsky invited “A” 
into the credit union office to discuss 
his difficulties. “I was ashamed to 
come to you earlier,” “A” explained 
to Bonderefsky. “The credit union has 
been so cooperative in the past that | 
just didn’t feel I should trouble you 
with this.” 


Grand Central’s first step was to 
telephone the member’s wife. Would 
she be willing to permit her husband 
to live at home, Bonderefsky asked. 
Mrs. “A” remained adamant. “I ab- 
solutely will not permit him to re- 
turn,” was her response. “I don’t 
want to have anything to do with 
him.” 

In a second talk with Mrs. “A,” 
Bonderefsky explained that since “A” 
had so many obligations, it was quite 
possible that one of the banks or fi- 
nance companies might bring charges 
of fraud against her husband. This 
could lead to a jail sentence. 

Recalls Bonderefsky: “I told her 
that her friends and associates would 
think of her as the wife of a jailbird, 
if her husband should be sent to 
prison. Or she might be the widow of 
a suicide, if her husband's difficulties 
were not solved soon. In either case 
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Lou Bonderetsky, now m anaging direc 
New York State edit Union League 
i. t the yrand ¢ 


Union for 


entral Terminal 
There are 
heip a4 with a 


to think ug 


many years 


man oan 


he would be confronted with a trag 
edy she could not hope lo escape it. 
But the lady 
In a final effort to change the 
attitude, Bonderefsky 


couple Ss SOT He 


re mained unmoved 
wife's 
contacted — th 
sought to persuade 
the son to ask his mother’s pe rmission 
for “A’s family 
But this attempt also failed; the son 


return to the home 
was unwilling to do anything against 
his mother's wishes 

Ihe case seemed almost hope less 
But Bonderefsky had 
He told “A Unless you have a roof 


your head 


another idea 


over you re in a bad way 
That’s why with 


me to the 


you must cooperate 
fullest 

1 want you to go home 
of the fact that 
there. If you are 
ball bat, go to 
the breadwinner or at least supposed 
to be the 


Your apartment is held jointly in you 


in spite 


you are not wanted 


vreeted with a base 
youl 


room. You are 


breadwinner of the family 


and your wife's name. The law states 


that no woman has to live with a man 


tor of the 
was treas 
Employees 


times 


he 


something else 


she dos snot want to live with. But you 
her. If she wants to. 
an walk out.” 


should not leave 
she « 

lhe member did exactly as 
derefsky had suggested. He 


His wife hit the ceiling, but she 


Bon- 
wenl 
home. 
did not leave. The couple continued 
to live together 

But 


such that he couldn't find anyone to 


“A’s” financial difficulties were 


co-sign a note for him. A loan was 


therefore out of the question. 
Bondere isky solved this problem 
by establishing a 


trustee agreement 


stating: “I hereby au- 


thorize the above-named representa- 
tive of the New York Central Railroad 
( he« ks or 


Company to deliver all 
wages or salary 
the Grand 
Central Terminal Employees Federal 
Credit Union. 

‘| hereby the Grand 


Central Terminal Employees Federal 


drafts covering my 


until further notice to 


authorize 


Credit Union to receive my aforesaid 
check ol draft every payday for the 





purpose of making payments lo my 
several creditors as listed below.” 
The credit union got in touch with 
each of “A’s” seven creditors. It ar- 
ranged for drastic reductions of his 
monthly payments. In each instance 
Grand Central was able to secure the 
creditor's agreement to kill all furthe1 
interest and legal costs. 
This was the payment schedule ar- 
ranged under the trustee account: 
Creditor Monthly Payment 
Industrial 
Bank of 
Commerce 
Household 
Finance 
Corporation $15 (formerly $39.75) 
Interborough 


$15 (formerly $40.00) 


Personal 
Loan Co. 
National City 

Bank 


Employees 


$15 (formerly $39.75) 
$15 (formerly $40.00) 


Loan 
Company 


$15 (formerly $39.75) 
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\ credit 
union 
Another credit 


union 


$15 (formerly $35.00) 
$15 (formerly $26.05) 


Says Bonderefsky: “When we 


started ‘A’s’ account, he 
promised that he would never go back 


trustee 


to the race track. He kept his promise. 
Some three years later, when he had 
paid the final balance of his gambling 
debt he told us: ‘If I would not have 
had the help and advice of the credit 
union, I would definitely have killed 
myself.” ” 

While the trustee agreement was in 
effect, Grand Central required “A” 
to save a dollar each payday (there 
three paydays during the 
month). And after the member had 
concluded his payments to all of his 
creditors, he began to save $25 pet 


were 


month, accumulating nearly $1,000 
in savings. 
Ate 


peared as soon as his wife realized 


domestic problems disap- 
that he had overcome his gambling 
urge. Shortly thereafter, she bought a 
television set for the apartment from 
her own income, later an automobile 
and eventually a small cottage at the 
seashore. 


What was the cost to “A” of all the 
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Warren W. Van Buren is treasurer now, and Harold Hol- 
land is chairman of the credit committee. 
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gave him? 
month for 


help the credit union 
Twenty-one cents per 


stamps. 


Case B 


Personal History. “B” was a 60- 
year-old widower, with twenty years’ 
seniority as a railroad car inspector. 
He had remarried at the age of 58, 
but separated from his new wife two 
vears later, in 1941. The court decreed 
a $7.50 weekly alimony payment. 
“B’s” income before deductions was 
between $310 and $320 per month. 
He was not a credit union member. 

Problem. “B” failed to make his 
alimony payments. He felt that his 
him, 
taking all his belongings and earnings 


estranged wife was robbing 
and giving nothing in return. He con- 
sidered her a “bad girl.” 

Between 1941 and April, 1943, “B” 
accumulated a backlog of some $1,900 
in alimony and court costs. He was in 
and out of alimony jail for non-sup- 
port, and stood in danger of losing 
his job. 

Here is what the credit union 
did to solve “B's” problem: 

Bonderefsky contacted Mrs. “B’s” 
attorney. He told the attorney that he 
was offering what might appear to be 
a ridiculous proposition. In return for 


including a waiver of all previous 
court and legal claims against “B,” 
Grand Central was willing to pay the 
attorney $100 for his costs and prom- 
ise regular semi-monthly alimony 
payments to “B’s” wife as long as 
“B” continued working for the rail- 
road. 

Several days later the attorney in- 
formed Bonderefsky that his firm’s 
out-of-pocket costs had been $110. 
Said the attorney: “But if your credit 
union can raise the offer to $110, the 
wife will agree to your proposition.” 

After this, the solution was simple. 
Grand Central accepted “B’s” mem- 
bership application and granted him a 
loan for $110 on his signature. “B” 
agreed to repay this loan in semi- 
monthly installments of $5; to save 
$1 each payday; and to go on pay- 
roll deduction to provide $7.50 a 
week for alimony which the credit 
would transmit. From 1943 
to 1947, when the member reached 
the age of 65 and Grand 
Central made regular semi-monthly 


union 
retired. 


payments to the separated wife. On 
the back of each alimony check 
Grand Central inserted this endorse- 
ment: “Payment of alimony decreed 


by Supreme Court of Richmond 


(Continued on page 24) 











This group of railroad men have picked a woman to head 


their supervisory committee. Her name is Mary Sluga. 





An income tax on the earnings of credit 
unions weuld be an unfair burden on peopl 
in the lower tax bracket since most credit 
union members earn from $4,000 to $7,500 a 
vear. So stated economist Dr. John T. Croteau 
appearing before the House Ways and Means 
Committee December 14. Credit unions’ rates 
ure regulated he pointed out, and additional 
taxes could not be passe d along: hence some 
credit unions would be destroyed. In any cas 
littke additional revenue would accrue to the 
rovernment from such a tax. Croteau declared 


See artich 


Actually, the House Ways and Means Com- 
mittee was not much interested in credit unions 
The major subject that absorbed the Commit 
lee’s interest during the hearing was the question 
of deductible reserves pe rmitted to savings and 
loan associations and mutual savings banks. This 
was warmly discussed, and the credit union situa 
tion got little attention. The impression picked up 
by observers was that the Committee will move 
slowly with tax reform in the financial area 

The credit union movement's lawsuit against the 
National Tax Equality Association got a 
helpiul boost December 9. On that date a U.S 
Circuit Court of Appeals affirmed the decision of 
a lower court in the case of the truckers versus 
the eastern railroads; this is the suit on which the 
litigation against the tax equality group is based 
Credit unions and other groups, led by a milk 
producers’ co-op, are charging that the tax equal 
ity people are engaged in a conspiracy in re 
straint of trade and using deceptive propaganda 
against non-profit organizations as part of the con 
spiracy. The truckers’ case, which was started 
several years ago, involves similar issues; it will 
probably go to the Supreme Court next fall. 


The CUNA executive committee met in 
Chicago December 12 on an emergency basis to 
consider the problems raised by CUNA Mutual's 
announcement that it will set up its own casualty 
company 

“The influence of the Credit Union National 
Association over CUNA Mutual has almost dis 


appeared said Julius Stone. president of 


CUNA The insurance company has much 


more money and perhaps has been able to make 
its influence felt. Decisions have been made in 
rapid succession, one after another, during the 
last four years, with no deference to the demo 
cratic traditions of the movement. The recently 
innounced decision to establish a casualty com 


pany without any provisions at all for its control 


ly the movement, is the latest in a series of such 
decisions, all of which have made CUNA Mutual 
more independent of the credit union movement. 
ind many of which have revealed a new operat 
ing philosophy, which is that ‘whatever is good 
for CUNA Mutual is good for the credit union 
movement. ” 

The executive committee voted to request that 
the board of directors of CUNA Mutual withhold 

tion on the organization of a casualty company 
until after the annual meeting of the CUNA 
board in May. Four members voted against the 
motion. The executive committee also voted to 
poll all national directors of CUNA, alternates 
and league directors for their opinions on this 
subject. 


Dr. Bertram F, Levin has resigned as di- 
rector of research, economics and statistics for 
CUNA; he will join the U. S. Chamber of Com- 
merce in Washington as research economist. J. 
C. Wolfskill has joined the Missouri Credit 
lt nion League to work as fieldman in the Kansas 
City area. Rev. John MeNulty has been ap- 
pointed by the White Fathers in Rome to carry 
on credit union organization work in Ghana. 
Charles Schumacher, Jr., joins the Illinois 
League as fieldman, replacing Frank A. Davis. 
The South Dakota League has hired its first field- 
man, Willard M. Day. Richard H. Dodge has 
been appointed fieldman by the Pennsylvania 
League. James A. Chiarizio and Ray F. 
Haisler have been added to the field staff of 
the Texas League. 


The Saskatchewan League has awarded two 
prizes, $500 and $250, for a high school students’ 
public speaking contest. The Washington and 
Oregon Leagues are sponsoring a joint man- 
agement seminar in Portland, February 25 and 
26. The Ontario League placed a 1,000-line 
institutional ad in 41 newspapers late in Decem- 
ber. The Texas League is distributing a 25th 
anniversary booklet to all officials. The Penn- 
sylvania League won both the Organization 
Month and Prospect Week contests, with nine new 
credit unions in October and 140 prospect calls. 
The Montana League is supplying leaflets on 
income tax education for all members in the 
state. The Ontario League is holding a credit 
union annual report contest. All New England 
Leagues met for a conference December 5-6. 
planning joint services and development. J. M. 
Froese, president of the Manitoba League, has 
heen elected to the legislature. The Maryland 
League sponsored a half-hour radio program on 
Christmas Eve. 
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Many smaller credit unions find that the treasurer’s time 
is too much taken up by bookkeeping. 


Swamped with the job of keeping records in his spare time, 
he doesn’t have time to do his real job as a manager. 


These three credit unions in Hartford, Connecticut, have 
worked out a solution to the problem by employing one 
bookkeeper among them. 


6 f COULDNT 

bookkeeping enough,” 
says Norman L. Rochette, a process 
engineer and president of Hartford 
Empire Federal Credit Union, Hart- 
ford, Connecticut. “When we started 
here, our situation was miserable. But 


praise our joint 


service 


since we have our joint bookkeeping 
service, our efficiency has improved 
immeasurably.” 

The president of nearby Hanson- 
Whitney Employees Federal Credit 
Union agrees. “I like our joint book- 
keeping because of the savings we get 
from it,” says Maynard W. Bowen 
“Tt saves us at least half our book 
keeping costs.” 


1960 


February, 


Says supervisory committee chair- 
man Joseph Wallace of Whitney-Han- 
son Employees Federal Credit Union, 
which despite its similar name serves 
a different group from Hanson-Whit- 
ney: “We don’t really have enough 
work for a full-time girl. That’s why 
it is working out very well for us. Our 
joint bookkeeping service is based on 
committees and 

Without their 


interest and participation, 


very active credit 


boards of directors. 
constant 
this service would not be possible.” 
These three have 
shared a bookkeeper since last March. 
Responsible for the joint bookkeeping 


credit unions 


services is tall, blonde, Barbara Jeanne 
Carr, an energetic twenty-five-year- 
old career girl with a flair for fig- 
ures. She has been an active credit 
unionist for eight years. 

“Our joint bookkeeping service de- 
veloped gradually,” recalls Barbara 
Carr. “I was hired by Whitney-Han- 
in March, 1957, as a full-time 
bookkeeper. At that time, its books 
were completely disorganized. It took 


son 


me seven months to straighten them 
out. But once they were in balance, I 
felt that I could keep them that way 
by working half-time.” 

“My 


Continues Miss Carr: reason- 





Whitney-Hanson had 
ible to pay a dividend during 
of operation Nearly all 
of its earnings had gone out for sal 
iries. | thought that the board would 


velcome the sug 


ne si ! ple 
heen ut 


its four vear 


restion to economize 
by reducing the hours of my employ 
ment 

“But at first the 
iwree. They asked me to continue as 
full-time bookkeeper. Later the League 
intervened. It was then that the board 
decided to try the new idea.” 

With half of her time released, Bar 
hara Carr. in September, 1957, b 
ne half-time office manager of the 

e-year-old Hartford Empire Fed 
eral Credit Union. During the follow 

January. Whitnev-Hanson ele-ted 
hookkeepes to serve also as treas 


hoard did not 


urer. And in March. 1959, Barbara 
Carr extended her bookkeeping activ 
ities to a third credit union when she 
became treasurer of the ne wly organ 
ized Hanson-Whitney | mployee s Fed 
eral Credit Union 

Here are the oper itional details of 


the point hookkeeping service 


@ Advantages. 


be rship SeTV ict lowet cost and up lo 


Improved mem 


date books are the major advantages 
of the three groups’ joint bookkeeping 
irrangement 

At Hartford Empire the books wer 
formerly kept it night by part-time 


employees who came in irregularly 


They were not available during the 


day to solve proble ms and prov ide in 

formation 
Checks were 

week, Now checks are written daily 


written only ones 


the members are getting a much-im 


6 





proved personal Se TV ice ind opera- 
tional cost is down substantially. 

Comments Barbara Carr: “Many 
a time the Hartford Empire board was 
unable to hold its meetings because 
the books were not ready. Today the 
records are always up-to-date.” 

Whitney-Hanson was paying a full 
time employee when it only needed 
a part-time person. It had never been 
able to pay a dividend. 

Today the members have the benefit 
of daily check-writing service, quar- 
terly statements and systematic fol- 
low-up of delinquent loans at one-half 
of the former cost. And the group has 
paid annual dividends since 1957. 

Hanson-Whitney. the youngest of 
the three groups. had no experience 


before participating in the joint book- 


- 


LA AARAAL 
( Mt 


bad 


i 


keeping service. But its members and 
hoard appreciate the efficient office 
management and up-to-date posting 


which they are getting. 


® Office hours. Barbara Carr has 
full charge of hookkeeping in all three 
credit unions. Her office hours at Hart- 
ford Empire are on Monday, Wednes- 
day and Friday morning and Tues 
day and Thursday afternoon. At 
Whitney-Hanson. they are on Mon- 
day. Wednesday and Friday after- 
noon and Tuesday and Thursday 
morning. She handles the hookkeep- 
ing at the smaller Hanson-Whitney 
on Monday nights. But the members 
do not come to the credit union dur- 
ing the Monday night work sessions. 

®@ Cost. The two original partici- 
hookkeeping 
Whitney-Hanson and 


Empire—-each 


pants in the joint 
arrangement 


Hartford 


began by 


paying Miss Carr at an hourly rate of 
$2. This rate had been recommended 
to the two groups by Leonard R. 
Nixon, managing director of the Con- 
necticut Credit Union League. One 
year later, both credit unions in- 
creased Miss Carr’s hourly rate 10 
percent. 

Hanson-Whitney’s board voted Bar- 
bara Carr a fixed salary for 1959: 
$25 per month. Since the group’s 
bookkeeping requires fifteen 
hours monthly, the hourly rate of this 
salary is somewhat lower than that 
paid by the two older credit unions. 
But Hanson-Whitney’s directors are 
planning to increase Miss Carr's 
monthly salary for 1960 to $30. 


® Individual offices. Each of the 
three credit unions has its own office 


some 


J} 
ls 


on company property, provided free- 
of-charge by the respective employer. 
The companies also provide all three 
groups with chairs, tables and _ utili- 
ties. 

Hanson-Whitney’s employer goes 
beyond this and donates the use of an 
adding machine, typewriter, safe and 
filing cabinets. The two older groups 
have purchased their own office ma- 
chinery 

Both Whitney-Hanson and Hanson- 
Whitney have two rooms. Each uses 
one of its rooms as a general office. 
And in both cases, the second room 
serves for committee meetings and in- 
terviews. 

Miss Carr considers it important 
that the credit union office should be 
located in the member's own plant. 
“We have found that the members 
hecome easily discouraged if they do 
not have an office within easy reach,” 


The Credit Union Bridge 








she says. “They like personal service. 
They want the convenience of seeing 
their office and getting information 
and help quickly. The same applies to 
savings. I feel quite strongly that 
there would be a substantial loss of 
member interest if our three offices 
were combined into a single office, 
away from two of our plants, or, pos- 


sibly, away from all three plants.” 


® Active committees, In all three 
groups, the credit committees are very 
active. They serve as the operating 
staff. These committeemen are widely 
dispersed over the plant property. 
They accept loan applications and 
counsel the members. 

At Hartford 


committee also arranges for the mem- 


Empire, the credit 


bers’ share withdrawals by calling the 


LEFT to RIGHT: 


Barbara Jean Carr takes care of the 
books for three credit unions in Hart- 
ford. She says one bookkeeper could 
handle as many as six credit unions if 
the volume of transactions was not 
too great. 


Joseph Wallace, chairman of the su- 
pervisory committee of the Whitney- 
Hanson group, says active committees 
are also essential. 


Norman Rochette, president of the 
Hartford Empire group, says efficiency 
is way up. 


The members have responded well to 
the increased efficiency all three 
credit unions now have. 


office manager on the telephone. At 
Hanson-Whitney and Whitney-Han- 
son, the members call in person at the 
office when they wish to make with- 
drawals. 

In all three groups, the members 
address their problems and questions 
to the credit 
Credit members in turn 
contact the bookkeeper when they 
don’t know the answers themselves. 

Two of 


committee members. 


committee 


three industrial 
groups work on a three-shift basis. 
Whenever the members of the night 
crew want credit union service, they 


these 


ask their night foreman to leave a 
message in the credit union office. 
When Miss Carr finds this message 
during the following day, she phones 
one of the credit committeemen to get 
in touch with the member. 

@® Maximum load. Barbara Carr 


likes her work. She finds that it is not 


1960 


February, 


too heavy during the year. “But at 
year’s end, it requires a lot of night 
work,” she reports. “That’s why I re- 
fused a offer to manage a 
fourth credit union. It seems to me 


recent 


that three growing credit unions are 
just about my limit as long as all of 
them are housed in different plants. It 
might be different if we had a cen- 
tral office.” 

Continues Miss Carr: “While I per- 
sonally felt unable to accept a fourth 
credit union’s bookkeeping, this 
doesn’t mean that it is always imprac- 
tical to share bookkeeping services 
for more than three credit unions. I 
can well imagine instances in which 
it would be a sitapte matter to share 
the bookkeeping for four or, possibly, 


even six credit unions. But this would 


depend entirely on the activity in each 
group. If there is a large number of 
over-the-counter payments and with- 
drawals, then the activity may be too 
large to make it practical to combine 
the bookkeeping 
groups. If, on the other 


services of six 
hand, all 
groups added together have little ac- 
tivity, then a joint service for six 
groups might well work out. In our 
own case, two of the three groups are 
very active. That’s why I am un- 
willing to take on more work. | want 
to keep up the quality of our services 
to the membership. 

“I don’t think that the person in 
charge of bookkeeping should nec- 
essarily have the title of treasurer. It 
would be quite enough, in my esti- 
mate, if he were to have the title of 
manager. But regardless of what title, 
charge of the office 
should be able to issue and sign 
checks. Members want quick service. 


the person in 


If you ask them to come back later 
for a check or signature, they may g 


) 
somewhere else where they can get 
faster service.” 

® Career opportunity. There is 
Hartford’s 
joint bookkeeping service, Miss Carr 
points out. It is the absence of a 


one serious weakness in 


trained understudy who can take over 
her work if needed. Barbara Carr be- 
lieves that part-time employment of 
an intelligent high 
might help to overcome this weak- 


school senior 
ness. The student could work in the 
credit union office for two hours dur- 
ing several afternoons each week. He 
would start out as a general office 
helper. His early duties would be 
to run errands, learn how to locate 


records and answer the telephone. 


; en 
thy BD 


. e 
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And if he is seriously interested, he 
would gradually receive more impor 
This 


ultimately 


tant responsibilities. 
would 
him for a career as credit union ac- 


type of 
training prepare 
countant, Miss Carr suggests. 
“Credit 
stantly,” 


unions are growing con- 
comments Barbara Carr. 
“They need more and better trained 
personnel. I believe that career work 
in the credit union movement is most 
satisfying. By making credit union 
employment available to intelligent 
and interested high school seniors, we 
will be able to help more youngsters 


to recognize the rewarding experi- 
ences of credit union work. 

“But thus far. our three boards 
have declined to act on the ‘under- 


study’ idea. Their response to my 
pleas, that the credit union needs to 
be prepared for the eventuality that 
something should happen to me, has 


heen, ‘You stay healthy.’ ” 





LARGE LOANS, 
NO SECURITY 


In Pennsylvania the state credit union law does not 


“( UR limit for unsecured loans is 
$1,500,” says pattern-maker 
John C. Howell, treasurer of LT-E. 
Credit Union in Greensburg, Penn- 
sylvania. “When we set this limit in 
1954, we felt it represented a realis- 
tic approach to recent economic de- 
velopments. We also thought nat it 
was in keeping with credit union 
philosophy. 

“But.” continues Howell, “today 
we are not so sure that a $1,500 limit 
for character loans is realistic or ade- 


limit the amount a credit union can lend on character. 
Some credit unions are lending up to $3,000 on 


single signatures, and they report good experience. 


quate. That’s why our board is giving 


For federal credit unions now that the limit on 


serious thought to a further boost to 
bring it up-to-date. The limit we are 


$750, 7 : , yrtaaas age = 
$750, the record now. considering is $2,000.” Pennsyl- 


unsecured loans has been raised to 
vania law sets no limit. 


of these Pennsylvania credit unions should be encour- St 


Since 
I.T.E. 
Not that it’s desirable to be reckless, but there’s $41.8 


1948, 
has lent to its members some 
million. Net write-off for this 
twelve-year period is $2.000. Com- 


organization in 


aging. 


no necessity to be paralyzed by caution. ments an I.T.E. officer: “Our repay: 





LANCASTER POSTAL EMPLOYEES CREDIT UNION 
Lancaster, Pennsylvania 


L.T.E. CREDIT UNION 
Greensburg, Pennsylvania 


Unsecured loan limit: $1,500 
Organized: 1948 


CREDIT UNION 
Unsecured loan limit: $3,000 


Organized: 1933 


since 1949 since 1954) 





Dee. 31, 1955 Dee. 31, 1957 | Nov. 30, 1959] Dec. 31. 1955 | Dee. 31, 1957 


Nov. 30, 195 





Shares $ 85,270 $135,777 320 $249,014 $479,776 $557,817 


Loan $ 61,942 $308,777 $344,512 


Bb lances 


Assets $ 95,667 $549,557 $647,759 


Members SS4 900 


Number of Loans 


136 


Delinquencies: Total Amounts 


$ 25,631 
lotal Number 


Number 
Number 
Number 
\mount 
\mount 


Amount 





Zto 6 meu 
6 to 12 mo 
12 mo. & over 
2 to 6 mo 
6 to 12 mo 


12 mo. & over! 








3 
3 


$ 4,599 
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ment record for large unsecured loans 
is excellent. In fact, it’s better than 
our experience with secured loans.” 

There is nothing unusual about 
L.T.E.’s experience with unsecured 
loans, a recent survey by The Credit 
Union Bridge in Pennsylvania re- 
veals. Five credit unions partis ipated 
in this survey. They are Firth Ster- 


ling, McKeesport; Fort Pitt Steel 
Castings, McKeesport; Harrisburg 


Postal Employees, Harrisburg; I.T.E.., 
Greensburg; and Lancaster Postal 
Employees, Lancaster. Their unse- 
cured loan limits range from $1,000 
at Fort Pitt to $3,000 at Lancaster 
Postal. Their assets, as of November 
30, 1959, run from $204,489 at Fort 
Pitt to $647,759 at I.T.E. Their age 
lies between 12 (Firth Sterling, 
Fort Pitt) and 27 years (Harrisburg 
Postal, Lancaster Postal). 

These five experienced credit un- 


ions serve two types of common 
bond: industrial groups (three) and 
government employees (two). Dur- 
ing 1958 their unsecured loans above 
$500 varied between 25 (Harrisburg 
Postal) and 750 (I.T.E.). For the 
first eleven months in 1959 they made 
the following number of character 
loans above $500: Harrisburg Postal 
—25; Lancaster Postal—117; Fort 
Pitt—162; Firth Sterling—364; and 
1.T.E.—750. 

While the five groups vary in age, 
assets, common bond and character 
loan usage, they report very similar 
experiences concerning the effects of 
their large unsecured loans. 

* Growth, All five groups have 
grown significantly since establishing 
their present unsecured loan limits. In 
shares, since January 1, 1956, four of 
the five have doubled; the shares of 
the fifth group grew more than 45 


percent. In loan balances, during the 
same period, the Lancaster Postal 
doubled; at Fort Pitt there was an in- 
crease of 80 percent; I.T.E. and Har- 
risburg Postal grew by 50 percent; 
and Firth Sterling went up 45 per- 
cent. Assets also grew substantially 
during these four years. At Lancaster 
Postal and I.T.E. the increase was 120 
percent; at Firth Sterlimg 105 per- 
cent; and at Fort Pitt and Harrisburg 
Postal the assets went up 95 percent 
and 50 percent, respectively. 

Since loans and shares both grew, 
loan-share ratios did not change sig- 
nificantly. At Harrisburg Postal the 
ratio went up slightly, remaining 
above 90 percent. Fort Pitt’s share- 
loan ratio also continues at above 90 
percent, but has declined slightly. The 
ratios of the other three groups also 
went down. 

Says Charles A. Bowman, treasurer 

















ARRISBURG POSTAL EMPLOYEES CREDIT UNION FORT PITT STEEL CASTINGS CREDIT UNION FIRTH STERLING CREDIT UNION 
Harrisburg, Pennsylvania McKeesport, Pennsylvania McKeesport, Pennsylvania 
Unsecured loan limit: $1,200 (since 1951 Unsecured loan limit: $1,000 (since 1956) Unsecured loan limit: $1,000 (since 1956) 
Organized: 1933 Organized: 1947 Organized: 1947 

Jec. 31, 1955 | Dec. 31, 1957 | Nov. 30, 1959] Dec. 31, 1955 | Dec. 31, 1957 | Nov. 30, 1959] Dec. 31, 1955) Dec. 31, 1957 | Nov. 30, 1959 
$272,296 $320,595 $396,696 $ 91,270 $166,117 | $178,866 $185,322 $294,485 $381,025 
$252,044 $312,526 $375,093 $ 89,446 $151,084 $162,423 $145,051 $228,273 $210,737 
$343,971 $415,095 $514,093 $105,862 $188,584 ; $204,489 $205,201 $336,013 $421,749 
896 1,015 1,166 334 | 126 | 352 790 928 910 
385 | 103 155 . 177 | 234 189 4140 515 431 
$ 6,156 $ 2,631 $ 2,304 $ 732 | $ 1,988 $ 4,239 $ 1,898 $ 6,454 $ 7,926 
15 16 11 5 5 | 18 10 | 22 27 
10 14 9 2 l | : 7 6 | 14 7 
1 I 0 1 3 7 3 7 7 
4 | 2 2 l 4 l | l 13 
$ 231 $ 461 by 785 $ 190 ~ 990 | $ 2,990 x 987 $ 4,768 $ 1,542 
$ 1,098 | $ 270 s els & s 9383 | $ 651 $ 505 | $ 1,522 | $ 1,887 
$ “4.827 $ 1,900 $ 1,519 $ 467 $ 60 $ 598 x 406 $ 164 $ 4,497 
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Vincent Collins is treasurer and Emma Freyer 
is clerk of the Firth Sterling Credit Union in 
McKeesport 


Charles A. Bowman is treasurer of the Lan 
caster Postal Employees Credit Union 


Anthony Grace is president and Beryl Grimm 
is treasurer of the Fort Pitt Castings Credit 
Union in McKeesport 





of Lancaster Postal, whose group has 
been making unsecured loans for 
$3,000 since 1949: “Much of our 
growth during the fifties is due to our 
liberal loan poli vy. We particularly 
feel that the newer and younger mem- 
hers are making more complete use of 


our credit union than our older mem- 


bers did some twenty years ago. 

The ratio of actual to potential 
membership was also not affected 
materially by the large unsecured 
loans. All five credit unions show a 
gain in membership over the past four 
years. But the two McKeesport groups 
report membership losses since De- 
cember, 1957, due to reduced em- 
ployment. Comments one treasurer. 
“It is true that our membership gains 
have been modest. Nevertheless, a 
good share of these gains are the re- 
sult of our readiness to make large 
unsecured loans. News about this kind 
of service spreads fast.” 


* Delinquency. Each of the five 
vroups interviewed by The Bridge 
finds that large unsecured loans create 
no delinquency problem. They are 
unanimous in reporting that the pay- 
ment record for character loans is 
better than their experience with se- 
cured loans. 

Here are delinquency data for un- 
secured loans above $500 for Novem- 
ber 30, 1959: 


Unsecured loans over 8500 (Nov. 30, 1959) 


loans delinquent 
Credit made in 2-6 6-12 12 mos 
union Il mes. mos. mos. & over 


Firth 
Sterling 364 
Fort Pitt 162 
Harrisburg 
Postal 25 
I.T.E. 750 
Lancaster 


Postal 117 


* Legal action. Court proceed- 

ings are rarely necessary to collect 
large unsecured loans. Three of the 
participating groups have never used 
legal action in conjunction with these 
loans. 1.T.E. had to take legal steps 
in one case. And Lancaster Postal 
took legal action to collect four of its 
large signature loans. 
Says Charles Bowman of Lancaster 
Postal, “We don’t like to take legal 
action against any of our members. 
Before taking such a step, we exhaust 
all the usual means of persuasion. 
And we only go to court when the 
member leaves us no choice.” 


® Losses. Write-off losses of un- 
secured loans over $500 have been 
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small, ‘Votal losses of the five groups 
since they set their present unsecured 
loan ceiling are slightly under $10,- UNSECURED LOANS ABOVE $500 
000. Firth Sterling had the largest Lancaster Postal Employees Credit Union 
write-off $1,800. At the opposite ex- Lancaster, Pennsylvania 
treme is Harrisburg Postal; it hasn’t (Jan. 1—Nov. 30, 1959) 
written off a single loan since estab- 
lishing its $1.200 limit in 1951. Amount Contract Purpose Status of 
‘ months Loan 
‘ specks operé é actice $2,100 0 ‘consolidation, fuel bills vaied 
What special operational practices 38 <= ~ 
are r-ecear ‘ > arca >. 600 1 consolidation; home improvements raid 
ire necessal y to make la r ge unse 700 12 consolidation, home improvements onan nt 
P ured loans ? None at all. the five ex- : = = onsolidation, medical and hospital bill. pe 
. . . 1,700 24 olidat home improvements curren 
perienced treasurers say. Credit com- 640 24 idstion: new TV ct oid 
ss a . is . 800 2h consolidation: new bills current 
mittees consider each application on 1,900 24 connetidetion;: stock investmane oad 
‘ H ! 700 24 consolidation; clothing and small bill current 
its merits. In most cases they use the 11415. 90 6 sounaiiieitoss Geaiionion of — 
. é 5.% , consoldation, instaiiation of water heater an washer pat 
».tecte > ‘ marats - 1,500 8h consolidation, coal and tax payments raid 
time-tested methods that generations 615 +6 “i. wee , 
— " . . ners : Cle 1,700 ‘2 ew car e 
of credit unionists have used success- 2/790 ‘6 consalidation: bath room remodelling current 
f ll a , ki | | 1,014 it consolidation, taxes and Christmas shopping current 
uly In making small oans. 1,800 +5 consolidation; coal and taxes current 
. 800 23 car purchase paid 
But some minor changes in method he 7 SS ne tt cee ee ter — 
‘ , . . 1,367.80 su consolida tio come t d « » pe d 
have been adopted for dealing with 1445.30 i wa paid 
| ‘re un ure | | a 1,372.70 $6 consolidation: clothing purchase current 
arTge sec *¢ oans. 1,450 22 consolidation, storm window purchase current 
7 . 1,300 Ti) _ funeral expenses « and 
Here are the details ; 760 16 n home ama current 
2,900 2 nm. car balance paid 
. . 3,000 x0 i on, tuition for son current 
* Board and credit committee 720 33 solidation: home repairs be a 
— = 3 760 $5 dation. car repairs current 
activ ity. In the three indust rial 640 22 consolidation, home improvem paid 
680 23 consolidation, home improvements current 
or > ered . ittee tec 752.40 36 consolidation, doctor and hospital bills current 
© I oups the cre dit committee make . 900 $6 « oni Jidation, children's clothing eld ‘ 
its own independent investigation to tos ee See oe poner 
. . . 900 $65 consclidation. installing new kitchen an.i bathroom current 
satisfy itself about the member’s past 1,000 ‘6 installing new bathroom current 
° *y° 1,440 sth consolidation ; hospital and doctor bills id 
payment record and _ reliability. 1,440 36 consolidation, clothing for children current 
“| ° 1] lj | = js : . 1,419 $6 consolidation, car purchase current 
Sus . > *< ‘ Ss 700 18 car balance raid 
ua ) hey ry itt ‘ inve ligation A: 1,108. 25 + pode a ear purchase non 
[-Pces . \ 600 $ purehasing stock for hobby shop raid 
nece sary ? John Howell of LT E. 2,215.60 se consolidation new bills aa 
° . 6“ " 7 . 600 ; ch tock. tor hobby shop id 
points out. “All members of our credit 600 2 purchasing stock for hobby shop paid 
. ° 2,758.80 se consolidation, vacation prid 
committee have been with our em- 2/597. 30 se solidation. purchasing washing machine current 
° 1,200 4 surchasing stock for hobby shop current 
ployer for approximately twenty 1/996. 55 se consolidation: car purchase current 
TI k | ¢ 2,500 28 consolidation. paying accident claim current 
es 3 > ae > ry > 1,000 $4 down payment on property current 
y ars ue y now near y eve ry one 2,400 $6 consolidation; hospital and doctor bills paid 
aaa ‘ . 2, 20 6 cons t { food free ad clothes drye curren 
of our members.” Comments Fort 4,000 * —— A) rr cnaite: ciel 
Dra? > . oN: 1,517.77 +6 consolidation, purchasing clothing and (illing food freezer e mt 
Pitt’s treasurer, Beryl Grimm, “Nine- 3/000 46 consolidation: dental bills ‘ current 
» 1,482 36 consolidation, restocking food freezer and purchasing 
ty-five percent of our members have car tires paid 
4 ° 1,404 36 consolidation; tire and optician bills current 
been in the employ of the company 520 26 consolidation; hospital bills paid 
é a 4 600 40 consolidation; medical bills and taxes paid 
for fourteen years or longer.” At 1,984 36 po eh ped pd. a 
d } consolidation, doctor ad de sani cloth pai 
OS a id . ; ee . 1,960 35 consolidation. doctor and hospital bills and home repairs raid 
Firth Sterling treasurer Vincent Col- 2" 800 36 somaihdiniion: dental, decter Gila; home vegas aoa 
* 4 . taxes current 
lins reports that one of the directors 1,500 x6 conssiid@ation; purchasing electric organ paid 
. 1,473 $3 consolidation; car repairs current 
or commutteemen knows each mem- 2,039. 21 on consolidation, dental bills paid 
ss 2,368.21 4 consolidation; home improvements and clothing current 
ber well enough to eliminate the need a ~ a 3 or gene paid 
950 consolidation set purchase current 
‘ redj i -ctionti 630 $e) consolidation, car purchase current 
for a cre dit Inve stigation. 2,223.75 sth eutension of contract to reduce payment load yath delinquent 
. a 1,093.09 $6) consolidation; purchasing new washing machine 
But the operational practices of 1/280 46 consolidation; home improvements cueeut 
. s 1,068 $6 consolidation; car purchase current 
the two postal credit unions vary 1,800 a consciidetion; ear purchase | vem 
é 2.55 d extension to reduce payment |oac month delinquent 
> ‘ > 3 : 9 3,241.25 36 consolidation, clothing‘ purchase paid 
somewhat from the industrial groups o-oo ~ peep pw A 
7 672.50 24 consolidation. car purchase current 
me thods. 2,034.75 36 consolidation. hospital expenses 4 months delinquent 
‘ 2,150 20 consolidation. doctor bills paid 
Lancaster Postal. Ww hich makes the 1,700 36 extension of contract to reduce payments current 
2,290 3th consolida tion. vacation current 
largest unsecured loans (up to (. = . Se cea eal 
$3 O00 ) of any survey ed inv ites the 1, 230.35 $6 consolidation, purchasing washing machine and rewir 
ws wy ? , > ing home current 
sil . O86 26 cor lidatio: home repuirs current 
opinion of the board of directors on 650 36 neolidation doctor and hospital bills current 
. a 666. 60 $65 consolidation; furniture and doctor biils current 
loan applications. These recommenda- 659.10 $6 consolidation, purchasing new furniture paid 
ee " s 1,200 365 car purchase paid 
( ‘ > > fred 1,225 28 ponsolidation. purchasing motor boat current 
tions are not binding on the credit 1,338 = —— current 
committee W hich makes final deci Yes 36 consolidation. doctor and dentist bills current 
? P 1,800 36 consolidation. car purchase current 
. . eR ete 1,400 46 consolidation. doctor and hospital bills yaid 
sions on its own responsibility. 1,539 46 consalidation car purchase en 
S I B . U 1,560 36 consolidation. doctor bills paid 
ays Jancaster s owman: “Usu- 1,800 36 consolidation. doctor and hospital bills paid 
. ‘ 1,900 36 consolidation. Christmas shopping current 
ally ou . ~dit . 4 tee o. — 750 35 consolidate outside bills current 
, r credit committee is present 944. 50 36 consolidation; car purchase current 
° i 36 consolid h tal bills < 
when our board discusses a controver- ‘997.80 6 consolidation: sew bathroom current 
. . . y . 600 20 car repairs and consolidation of outside bill» paid 
sial loan application. We believe that 800 6 consolidation: house painting curvent 
° ° “ “ 1,750 $65 car purchase current 
this is a sound and practical policy. 1,000 36 consolidation, car purchase current 
I | | 2,315 $6) consolidation: furniture purchase current 
> . i > 2,000 20 consolidating outside debts: 2 cars, electric organ and 
t helps the committee to get the full —- saaade 
— = i»: 2 . 600 18 consolidating outside debts» current 
benefit of the directors’ information 1,500 36 car purchase poner 
and ideas. And it also assures the Cai) eonesiidations unless otherwise identified refer to existing credit union loans. 
(Continued on page 22) 
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Buford Ellington, the 


Governor of 
Tennessee 


smilingly signs @ proc 
lamation for Credit Union Day 


in 
the presence of fou 


genial credit 
union leaders. At his right: Wil- 
liam T. Martin and Charles F 
Bernard. At his left: Overton Lea 
and Hampton Burkhalter 


The Calgary (Alberta) Credit Un 
on Chapter has found it very ef 
fective to sponsor a booth each 
year at the Calgary Exhibition and 
Stampede, which was attended 
this year by 550,000 visitors. Left 
to right: Reg Brown, Harry Hew 


tt, John Stanger and Jim Peter 
on 
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The Braniff Credit Union in Dallas now 
has 3,600 members. Chief pilot Ted 
Raines (right) is president, and R. D 


Rice is treasurer 


The president of Philadelphia's Red Ar- 
row Lines, John R. McCain, puts some 
more money in his share account to cele 
brate Credit Union Day. It is accredited 


by Mrs. Claudette Sanders, secretary of 
the credit union 


Serving both military and civilian employees of Richards 
Gebaur Air Force Base, Missouri, the R-G Federal Credit 
Union celebrates its second anniversary with an open house. 


Left to right: Earline Wansley, Jean Atkinson, Astrid Hocka- 
day and Captain Richard V. Cloke 









THE F.H.AL 


HAS CLEANED UP 
HOME REPAIR 
RACKETS 


Loans for home repairs under the FHA Title I insurance program 
are made by some state-chartered credit unions. Federal-chartered 
credit unions have not been authorized to join the program, because 
the FHA insurance does not cover loans 100 percent. 


os —_ 


However, for credit unions that are interested, it’s good to know 
that many of the rackets commonly reported in the home repair field 
are disappearing, thanks to constructive work by the FHA staff. 





l NTIL recently, few credit unions 
have handled home repair loans 
under the FHA Title I program. But 
in the past two years, they have joined 
the program more rapidly; a recent 
estimate shows that nearly 300 credit 
unions now have been issued con- 
tracts authorizing them to make 
Title I property improvement loans. 

For the borrower an important ad- 
vantage of the FHA Title | property 
improvement program is price. At $5 
discount per $100 per year, FHA in- 
sured loans are more economical than 
conventional financing. There are no 
legal costs, no closing costs, and no 
title costs. For the credit union, the 
rate may create some problems: The 
chief advantage is the fact that the 
loans are insured by the FHA. 

But equally important to the bor- 
rower and to the lending institution— 
is the fact that FHA has recently im- 
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proved its procedures for eliminating 
racketeers from this field. 

Burned by barnstormers and suede 
shoe operators who abused the pro- 
gram in the early 1950s, FHA has 
tightened Title I property improve- 
ment loan procedures to the point 
where they are about as foolproof as 
any loan can be. This is progress, in 
an area where so many hazards 
threaten the unwary. 

This housecleaning has been com- 
pleted with such success that the Na- 
tional Better Business Bureau—a hard 
taskmaster in matters of this kind— 
has reported that its branches all over 
the country find that cheating by con- 
tractors working under FHA Title I 
loans is now virtually non-existent. 

Credit unions are interested in 
home repair loans because members 
realize that investments which pro- 
tect or improve their homes represent 


a wise use of borrowing power. 

If cash isn’t available, it is often 
better to go to the expense of borrow- 
ing. Some repairs won’t wait: for ex- 
ample, a leaky roof or worn-out fur- 
nace, 

Moreover, property improvement 
loans can be used for remodeling 
which results in creating income po- 
tential from property. Often these un- 
secured notes provide the means to 
complete an apartment which will 
produce rental income, or even an of- 
fice or small store. 

Banks and other lending institu- 
tions decided years ago that the FHA 
Title I program represented the safest 
and most satisfactory approach to the 
home repair field. In recent years, 
over a million of these loans have been 
made annually, more than three- 
quarters of them by banks. About 15 


percent are made by finance com- 
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ther © percent by sav 
nstitutions. Federal 
how FHA Tithe | 
ibout two-thirds of the 
olume of repair and 
loans 

Commissioner Roy | 
ef of the Title | program 
that currently loans are be 
i rate of about 1,000 
wh hour of the banking day. Since 
the aver loan is about $1.000 
he figures | program insures $1 
QUO.000 of repair money every bank 
The property improvement loan 
may bridge an important gap for 
eredit unions where they are author 
ized. Some credit unions have found 
it dificult to go far in the home repair 
field with unsecured, uninsured con 
entional notes. While the FHA loans 
ire not marketable except to other 
FHA Title | lenders—participation in 
the plan provides 90 percent insur 

on all loans 
The FHA program is also outstand 
ing in those instances—-however in 
frequent here the lender and bor 


rower are both embarrassed to find 


the borrower is in hopeless default 

All that is asked of the lender is 
that he make diligent efforts to collect 
Having failed. in 90 days he is eligi 
ble to collect his insurance claim 

While the defaulted borrower is ex 
pected lo pay FHA, the agency tries 
lo arrange ettleements which allow 
the borrower a fair opportunity t 
come through and save his credit. Its 
success is something which it right 
fully boasts about. For in 25 years, it 
has recovered more than half the 
claims that it was compelled to pay 

I nderstandably, borrowers and 
lenders have had sorlne concern about 
the repair and improvement business, 
because of the much-publicized abuses 
which have occurred 

Irn the past few years, the ethics of 
the home repair and improvement 
business seems to have been substan 
tially upgraded. The improvement has 
been particularly impressive with re 
spe t to the FHA sector 

The National Better Business 
Bureau still reports more than 30,000 
complaints a year involving home im- 
provement transactions, surely one of 
the most persistent troublespots it has 
to deal with. However, the impressive 
fact now is that almost none of these 
complaints involve FHA-insured loans. 


(Continued on page 28) 








FROM THE 
MANAGING 


DIRECTOR: 


Our Credit Unions Need Centrals 


6 loan one piece ol U.S. fed- 
eral legislation still pending 
is on authorization of centrals. 
Phat term generally refers to a 
credit union for credit unions. 
You will recall that our 1959 
law left this item for disposi- 
tion in L960 and requested the 
director of the Bureau of Fed 
eral Credit Unions to come be 
fore Congress with recommen 
dations 

The success of the state and 
prov in ial chartered centrals in 
the U.S. and Canada _ proves 
their worth, but because not all 
tates allow such centrals, many 
credit union areas in the U.S 
are without such service. 

\t the present time a credit 
union needing money over and 
above its shares and deposits 
must just go looking for it (ex- 
cept in areas where there are 
state or provincial centrals) 
and sometimes it is almost im- 
possible to find lo« ally, usually 
because all credit unions in that 
area are having the same tem- 
porary needs. And at the same 
time credit unions perhaps a 
little distance away have surplus 
funds lying idle so far as credit 
union purposes are concerned. 
Centrals would get them to- 
vether for the benefit of both. 

Studies made of trends indi- 
cate that the need in the future 
for centrals will be greater than 
it has been in the past. 


New credit union prospects? 


Have you looked around for 
groups that need new credit 
unions? How about checking all 
industrial units close by with 
100 or more employees? Oh: 
other common employment 
groups — public employees. for 
instance? How about checking 
with the clubs. lodges, associa- 


tions, labor unions, co-ops and 
churches to see which have po- 
tentials of successful credit un- 
ions? And are there some com- 
munities near you that could 
properly make use of a commu- 
nity credit union? 

All three basic common bonds 

employment, association and 
community are capable of 
producing credit unions of 
ereat service to their members. 


Education—a constant need 


The credit unions, chapters. 
leagues and CUNA have been 
stepping up their educational 
programs greatly the last sev- 
eral years. More is needed 
more and more! But the need 
is not a simple need that can be 
met by a single session or even 
a single course of study. 

Inexperienced treasurers need 
guidance in elementary book- 
keeping. Treasurers who have 
been doing a good job need 
help in more advanced credit 
union accounting problems. 
Treasurers of small credit un- 
ions have different problems 
from those of large credit 
unions. Boards and credit com- 
miitees and supervisory com- 
mittees and educational com- 
mittees all have individual 
areas in which to operate—and 
study. Chapter boards and 
league boards meet different 
situations; the CUNA board 
meets still different situations. 

So, the plans for educational 
sessions for this year and next 
include more and more sessions 
on more and more topics—the 
field of need is enormous! And 
we mustn’t forget to include in 
that education some of the his- 
tory and philosophy of the cred- 
it union movement! 

H. Vance Austin 
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The four months from July 14 to November 7 was a long time 


for striking steelworkers. Most of them went into the strike 


pretty well prepared. They reduced their borrowing and they 


cut down on expenditures for luxuries. Many of them made 


constructive use of the time. 


In Pueblo, Colorado, their 


credit unions gave them solid assistance, borrowing heavily 


to do so. 


N mid-July last year, a restless quiet 
Pueblo, 
locked up early and 
went home. “For all that went on at 
night.” remarked one cabbie, “you 
might just as well have shot out the 
street lights.” 


settled over Colorado. 


Shopkeepers 


But at the local credit union offices 
things were going full blast. The 
“Pittsburgh of the West” had resigned 
itself to a strike, which was to be the 
longest in the history of steel. Since 
the war Pueblans had seen plenty of 
strikes at the big mill. They just dug 
in grimly for another siege. 

The mainstay of Pueblo’s economy 
since the early eighties has been the 
Colorado Fuel and Iron Corporation. 
Coal, limestone and iron ore being in 
easy reach, the town’s steel industry 
boomed. Today CF&I is twelfth in the 
nation, the most diversified producer 
of steel in the West; more important 
to 9,200 Pueblans, it is their bread 
and butter. 

When the walkout came, merchants 
in Pueblo declared a moratorium on 
the steelworkers’ debts. Credit-wise. 
the mill employees have always been a 
sound, stable group and they got 
liberal extensions of credit. Two 
chain grocery stores were improvi- 
dent enough to schedule their “grand 
openings” the first day of the strike, 
but still found themselves able to ex- 
tend $300 credit to mill workers, as 


did their 
though all of them were strictly cash- 
and-carry outfits. 

In downtown Pueblo the finance 


three big « ompetitors, 


companies, ornamenting nearly every 
block with two or three plush street- 
level offices, prospered during the 
strike like cows in clover. 

The strike followed hard upon a 
period of heavy overtime, and many 
mill workers found their wallets still 
bulging with surplus during the early 
days of idleness. Some of them used 
this to 
( building 


make home improvements 
permits skyrocketed ) or 
took the family on long vacation trips, 
quite sure that a settlement would be 
reached in a reasonable length of 
time. And while the strike was still 
young, a surprising number of credit 
union borrowers paid up their loans 
ahead of time. 

But spending before and during the 
strike was cautious; car sales were 
way down, appliance dealers were 
having a bad time of it. Luxury items 
of all sorts moved slowly. 

Everyone in town felt the strike, 
though among Pueblo’s working pop- 
ulation only one man in five was di- 
rectly involved in the walkout. Years 
ago when the mill was Pueblo’s only 
big industry, a four-month strike 
would have been a real disaster for 
the whole community, but in recent 
years Pueblo has become less de- 






THE 

LONG, 
LONG 
STRIKE 






pendent upon CF&I for its economy 
In two decades the 
doubled to 
industries have 
strike today 
only the 


population has 
120,000 as other important 
developed A steel 
deprives 9,200 of work 
families of these 9.200 had 
to grapple with the problem of living 
for four months without income 

Of Pueblo’s 24 credit unions only 
iffected by 


but these are the largest i 


three were ubstantially 
the strike 
the community Iwo of these serve 
CF&l workers exclusively, while th 
third is a parish « 
ixth of its members employed at the 
mill. Minnequa Works Federal Credit 
Union and CF&I Power Credit Union 


initially 


redit union with one 


served two s¢ parate 
il the steel 


rroups 
plant, but today 
weommodate identical memberships 
Minnequa was the first of the two to 
organize obtaining its charter in 
1937. Its membership at that time was 
restricted to white collar workers al 
the mill. The CF&l 
Power was established for the benefit 


of blue-collar workers. By 1048 the 


chart rs ol the two groups had been 


following year 


revised to make membership in either 
eredit union available to any plant 


Today 


members in both 


employee many workers are 


Everybody planned ahead 

Mount Carmel Parish Credit Union 
(See Bridge Sept 1956) Pueblo’s 
largest in terms of membership, pri 
marily serves Catholics in the com 
Nearly 850 of its members 
are employed at the mill 

The behavior of these credit unions 


munity 


in providing lor the emergency needs 


of their members had much in com 
mon 
© Their re spective boards consider dl 
the need for policy changes months 
in advance 
® They borrowed heavily during the 
trike period 
¢ They deferred all principal and in 
erest payments on members’ loans at 
least until the end of the strike, made 
renewals or. in the case of the credit 
union operating under federal char- 
ter. granted extensions. 
® They resolved to carry on business 
is usual 

The board of directors of Minne- 
qua Works Federal Credit Union 
(3.500 members and $2.250.000 in 
assets) decided to make 


in policy during the strike period ex 


no changes 


cept to serutinize more closely the 
loan applications of members with 
short service. 

As the full effect of the strike was 
felt, Minnequa’s credit committee met 
five times weekly instead of the cus 
tomary three. Since the Bureau of 
Federal Credit Unions could not au 
thorize the Minnequa board of direc 
loans 
strike, all 


notes not renewed became automati- 


lors to waive payments on 


outstanding during the 
However, with a 
sudden increase in renewals ($110,000 
in less than two weeks) and the gen- 


cally delinquent. 


eral availability of extension agree- 
ments, delinquencies swung back to- 
ward a normal figure. 

lo provide for its emergency needs, 
Minnequa borrowed a total of $290,- 
000, most of it from the Colorado 
Central Credit Union, the remainde 


from three local credit unions not af- 
fected by the strike. In addition, a 
Pueblo bank was ready to offer sub- 
stantial assistance should Minnequa 
have required it. 

“Fortunately,” says Bob Toft, Min- 
nequa’s manager, “Pueblo bank ofh- 
cials have always been on the friend- 
liest terms with credit unions here.” 
Some of these same bank officials also 
hold high positions at the mill. 

Actually the °58 recession had a 
vreater impact on credit union activi- 
ties than the strike did, says Toft. This 
could be attributed to the fact that 
Minnequa had learned, through ex- 
perience, how to deal with strikes; the 
recession on the other hand presented 
new problems. 

To offset the effects of a serious 
strike, Toft makes 
mendations: 


several recom- 


® Promote a vigorous education 
program for credit union members as 
well as for the potential membership. 

® Place no’ limitation on share 
withdrawals. 

® Maintain a “business as usual” 
policy, making credit union facilities 
available to the fullest 
members’ needs. 

CF&I Power Credit Union, 
Pueblo’s largest in assets ($3,500,- 
O00) 1,800. 
John Clevenger, the credit union’s 
treasurer, is a full-time instrument 
technician in the steel mill's power 
plant. 

“Two or three months before the 
strike,” says Clevenger, “we went to 
the local bank and said that our emer- 
gency needs might exceed a million 


extent of 


has a membership of 


a 


The whole community tightened its belt evep 
before the strike began. Loan demands at 
lron City Federal, serving Santa Fe employ- 


ees, dropped radically. 


The CF&I steel mill in Pueblo is the na- 
tion's twelfth largest. Its two big credit 
unions are unusual in that they serve iden- 
tical memberships. 
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dollars. The bank promised to help us 
to the extent of $750,000. However. 
when the time came to borrow, there 
were many credit unions standing by 
with funds ready to help. We felt, 
nevertheless, a moral obligation to ob- 
tain some of the funds from the bank 
that had been willing to do so much 


for us.” 

By early December CF&I Power 
had obtained $850.000 from the local 
bank and 23 credit unions, ten of 
them out-of-state and from as far away 
as Philadelphia and Gary, Indiana 
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(where, incidentally, 85 percent of the 
gainfully employed are steelworkers) . 

When the strike hit, CF&I Power 
followed a careful plan: 

® Encouraged biweekly loans 
rather than lump-sum borrowing. 

® Urged members to withdraw 
personal funds elsewhere and deposit 
them with CF&I Power (one member 
transferred $7,000). 

® Waived all principal and inter- 
est payments until the strike’s end. 

® Declared a business-as-usual pol- 
icy. 








Minnequa Works Federal Credit Union made 
extension agreements available to its strik- 
ing members and delinquencies returned to- 
ward a normal figure. 


Arrangements had been made with 
CUNA Mutual Insurance Society to 
temporarily waive savings and loan 
premiums (about $3,000 monthly). 
This was about to be done when the 
injunction was served. 

To best guard against the effects of 
a strike, Clevenger says that the local 
credit union should, in the first place, 
be affiliated with the central credit 
union and with its local chapter and 
league; it should stress a vigorous 
education program; the officers should 

(Continued on page 23) 
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THE 


CREDIT UNION TAX 


POSITION 


The tax position of credit unions was explained to 
Congress on December 14 by Dr. John Croteau, econo- 
mist of Notre Dame University and once a director of 
the Credit Union National Association. 

Appearing before the House Ways and Means Com- 
mittee, Dr. Croteau summarized a longer statement 
that he had previously submitted. Chairman Wilbur 
Mills (D., Ark.) asked no questions, nor did any other 
member of the Committee. 

Actually, in discussing the tax position of mutual 
financial institutions with which credit unions have 
been grouped, the Committee was concerned almost 
entirely with the question whether the reserves per- 
mitted as tax deductions in savings and loan associa- 
tions and mutual savings banks are too high. It’s a 
difficult question, and on it there hinges much more 
potential revenue for the Government than would 
come out of a tax on credit unions. Hence credit unions 
—for the moment at least—are attracting no attention 


at all. na 





HE biggest legislative issue against 

which the credit union movement 
must defend itself in the future is the 
taxation issue. 

In November, the House Ways and 
Means Committee. under the chair- 
manship of Wilbur Mills (D., Ark.). 
hegan a deep study of the national in- 
come tax laws. 

There was no immediate threat to 
credit unions in this development. 
Representative Mills is widely re- 
spected as a solid and thoughtful stu- 
dent of taxation, not easily attracted 
to the pet ideas of pressure groups. 
Sweeping revisions of the income tax 
laws, if any, will emerge slowly from 
such a study. 

Behind the study was the wide- 
spread recognition that the income 
tax laws of the United States have 
through the years without 
much plan or system. Loopholes and 
special treatment for favored groups 
have created resentments and lowered 
the morale of taxpayers. 

Economists of all persuasions agree 
with political leaders that the time for 
reexamination of the tax laws has 
been ripe for several years. In this 
context, credit unions must be pre- 
pared to stand up and discuss the 
issues. Something more plausible than 
slogans will be needed. 

The House Ways and Means Com- 
mittee has invited economist John T. 
Croteau of Notre Dame, author of the 
book The Federal Credit Union and a 
former director of the Credit Union 
National Association, to submit a 
statement on the taxation of credit 
unions. He has done so. Meanwhile, 
®:onomist Bert Levin, formerly of the 


frown 
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staff of the Federal Reserve Bank of 
Dallas and until recently director of 
research for Cl NA, has prepared a 
statement on the taxation of credit 
unions to meet another demand. 
Taken together, the statements of 
Croteau and Levin provide more in- 
formation on this issue than the credit 
union movement has ever collected. A 
summary of this material may help 
leagues, chapters and credit union 
officers generally in discussing the tax 
issue in their areas. 


The tax exemption of credit 
unions. All credit unions that own 
real estate pay real estate taxes, and 
many also pay franchise taxes, per- 
sonal properly taxes, unemployment 
compensation taxes and others. 

However, the federal credit union 
act has exempted credit unions from 
paying federal income taxes since 
1937. The regulations of the Internal 
Revenue Service also provide an ex- 
emption. Nearly all states have similar 
legal exemptions for credit unions. 

Why was this exemption provided ? 
Many factors may have been influen- 
tial. However, the basic intent of 
Congress in passing the federal credit 
union act in 1934 was, says Croteau, 
“to provide American consumers 
through their group efforts with a 
means to accumulate their savings and 
to take care of their credit needs at 
moderate interest rates.” 

Is this by itself, enough to justify 
tax exemption? Does tax exemption 
give credit unions an unfair com- 
petitive advantage? Is there any rea- 
son why eredit unions should not be 
treated exactly like banks or auto- 
mobile manufacturers, since both 
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What the charts mean 


The white lines on these ten charts, above and on the next page, 
show why tax questions affecting financial institutions have become 
controversial. 

The black lines show how total assets have increased for all ten 
types of financial institutions. 

The white lines show how these financial institutions have been 
making out competitively; commercial banks have lost ground to 
other institutions. Trust departments are the other loser. The loss of 
the banks is dramatic: from 65 percent of all financial assets in 1920, 
they have tumbled to 44 percent in 1959. 

As creditors, the other eight financial institutions are specialists— 
specializing in real estate loans, personal loans, securities investment 
or sales financing. Banks do a little of everything, but are heavy on 
commercial loans. Their loss of ground to the specialists indicates 
simply that other kinds of credit are becoming more important rela- 
tive to commercial credit. 

But of course you can't blame the bankers for feeling upset about 
it. Their prestige is dwindling. Consequently bankers today, espe- 
cially the less sophisticated country bankers, are pounding tables 
and demanding tax and other measures that will bring them back up 
the ladder again. 


banks and automobile manufacturers 
also benefit the public? Has the situa- 
tion changed so that the exemption 
is no longer justified? Questions like 
these have to be faced. 


Competition—fair or unfair? 
A credit union is both a savings insti- 
tution and a lending institution. Its 
position in the savings field is weak, 
says Croteau, since credit unions now 
hold less than 1.5 percent of individual 
savings in the United States and are 
growing slowly. Credit union members 
save in their credit unions principally 
for consumption purposes, Croteau 
states. As credit unions grow older 
the average share account ultimately 
levels off when older members begin 
withdrawing shares for expenditure 


purposes, Credit union dividends are 
eradually being reduced as costs rise: 
the number of credit unions that pay 
dividends over 5 percent is decreasing. 
Furthermore, credit unions 
principally the middle-income indus- 
trial-worker group, which has a low 
savings rate generally. 

On this basis, Croteau suggests the 
credit union is hardly to be considered 
competition in the savings field at all. 

In the lending field the credit union 
has considerably more impact. The 


serve 


middle-income industrial worker is a 
heavy borrower. He borrows princi- 
pally from retailers, finance com- 
panies and credit unions, less com- 
from* banks. This market, 
Croteau points out, is far from the 
economist’s ideal picture of perfect 


monly 
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“The 
rower,” Croteau comments, “will pay 
anything that is asked; the utility of 


money to him is exceedingly high. 


competition necessitous bor- 


And even on consumer loans for dur- 


ables, where the need is much less 
urgent, there is little shopping around 


A differential of as 


much as one percent per month—12 


for interest rates. 
percent per annum—will hardly seem 


significant on monthly payments 
which extend over two or three years.” 

Borrowers seem to go to lenders on 
some hasis of sor ial custom. Borrowers 
in the professional, clerical, man- 
agerial and self-employed classes com- 
monly go to banks. Borrowers in the 


skilled, semi-skilled unskilled 


groups tend to go to credit unions, 


and 
finance companies, car dealers and 
retail outlets. There is no indication 
that rates have any great influence; 
factor. 
growth 


cannot be a 
credit 
shows signs of slowing down. 


But what about subsidies? The 


same point would be valid in con- 


hence taxation 


nection with so-called subsidies. 
Where a credit union receives a sub- 
sidy of any sort, there is no evidence 
that this affects the competitive situa- 
tion, since rates do not seem to be a 
factor. The most significant subsidy 
a credit union receives, says Croteau, 
is the free service given to it by 
elected officers and committee mem- 
bers: this is basic to the credit union 
ideal and has a direct effect on costs, 
but it cannot be said that it constitutes 
in any sense unfair competition. The 
subsidies that employers give, such 
as free space and other services, are 


matched by free services the credit 


union gives to the employer, Croteau 
points out, so that it is hard to say 
who is subsidizing whom. 

In any case, even if subsidies should 
be considered undesirable, the ap- 
propriate remedy would not neces- 
sarily be to tax credit unions. More 
probably, it would be to eliminate or 
reduce subsidies. 


Competition between mutuals 
and banks. There is another aspect 
to the question of competition which 
Levin enters into in his report. Com- 
mercial banks are as different from 
mutual financial institutions as apples 
and oranges, he suggests. Bank de- 
posits expand and contract largely in 
relation to Federal Reserve policy. 
Savings in credit unions and in sav- 
ings and loan associations, on the 
other hand, are created by consumers 
who walk in with the money and de- 
posit it. These are quite different 
kinds of operations, and you cannot 
possibly find a way to tax them 
“equally.” 

The two types of organization grow 
at different rates under different eco- 
nomic conditions, Levin says. Taxes 
seem to have little bearing on it. “The 
fact that different types of savings 
institutions have differential growth 
rates cannot be attributed to differ- 
ences in tax treatment prior to an 
examination of more basic evidence,” 
he states. 

Also, there is the question of risk. 
Depositors in banks occupy a different 
position from shareholders in credit 
unions or other mutual financial or- 
ganizations, Levin points out. Share- 
holders in a credit union accept all 
the risks of ownership, while deposi- 


tors in commercial banks face little 
or no risk; yet the difference in re- 
turn on investment is relatively small. 
The stockholder in a commercial 
hank, compared to the shareholder in 
a credit union, receives a much higher 
return. “Within commercial banks,” 
says Levin, “the risk takers (stock- 
holders), in effect, have $10 of earn- 
ing assets for each dollar of equity 
investment.” 

Furthermore, Levin comments, 
“while the savers in mutual financial 
institutions are exposed to the risks of 
ownership, they are not afforded the 
same tax treatment of their earnings 
as is granted to stockholders (risk- 
takers) generally.” This is an allusion 
to the fact that taxpayers are per- 
mitted an exemption on the first $50 
of earnings from corporate stock. 
Every penny of credit union divi- 
dends, on the other hand, is required 
to be reported in individual federal 
income tax returns. 


Regressive taxation. It is one of 
the principles of taxation that taxes 
should be related to the ability to pay. 
A regressive tax is a tax that bears 
hardest on those least able to pay. A 
tax on credit unions would be regres- 
sive tax, Croteau declares, because the 
members of credit unions are pri- 
marily middle-income industrial em- 
ployees—“that group which is already 
in the lowest tax bracket.” 

Part of the problem is the fact that 
a tax on credit unions could not be 
shifted. Taxes on corporations, as is 
well known, are usually collected from 
the public by the corporations in the 
form of higher prices. Corporations 
with regulated rates, such as public 
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utilities, are normally permitted up- 
ward rate revisions when higher taxes 
raise their costs. But credit union rates 
are embodied in statutes, which could 
not easily be amended even if it were 
considered desirable to amend them. 
The tax would fall immediately on the 
credit union as a cost, and would be 
immediately reflected either in lower 
dividends or some similar adjustment. 


In effect, it would be a tax on sav- 
ings, which is generally agreed to be 
a bad kind of a tax, partly because it 
is inflationary. 


Is credit union income “taxable 
income?” It is often said that credit 
unions do not have any taxable in- 
come, by .which is meant that the 
income of a credit union does not 
belong to the credit union but to the 
members. There is a clear distinction, 
of course, between a stock corporation 
stockholders derive income 
from business done with the general 
public, and a mutual or nonprofit or- 
ganization whose stockholders and 
customers are all the same people. The 
distinction is especially sharp in the 
case of the credit union, which is 
firmly limited to doing business with 
its own members, often a very small 
group. 


whose 


But in the long run, taxable income 
is whatever Congress says it is. If Con- 
gress decides that credit union re- 
serves are taxable income, they will be 
taxed. There is very little incentive 
for credit unions to build up extra- 
ordinary reserves, but if they did, no 
doubt Congress’s feelings toward 
credit union taxation would change. 


Similarly, if credit unions became 
commercial in spirit and operations, 
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the tax situation would change. Some- 
thing like this has happened already 
with respect to savings and loan asso- 
ciations and mutual savings banks. 


How are other mutuals taxed? 
In 1951 Congress repealed the tax ex- 
emptions of mutual savings and loan 
associations and mutual savings banks. 
This was done, apparently, because 
Congress felt that tax exemption gave 
these organizations an unfair com- 
petitive advantage, and no doubt the 
spectacular growth of the savings and 
loan associations strengthened this 
feeling. Many of the arguments in 
favor of tax exemption for these 
mutuals were the same as those used 
for credit unions, but they were not 
persuasive. 

However, the impact of this tax- 
ation has not been heavy. The tax 
authorities have recognized the valid- 
ity of the reserves that these mutuals 
are required to set aside, and it is 
also recognized that dividends or in- 
terest paid on savings accounts is a 
legitimate business cost. Taxes were 
levied on amounts left after costs had 
been paid and reserves set aside, and 
the resulting revenue to the govern- 
ment has been small. 

One result has been that the so- 
called “Tax Equality” lobby is now 
campaigning for a reduction in the 
reserves allowed in such mutual finan- 
cial institutions, but this campaign 
operate on unfavorable terrain. It 
sounds like an attack on solvency, 
which perhaps it is. 


How would credit unions be 
taxed? If credit unions were taxed, 
no doubt they would be taxed as sav- 
ings and loan associations now are. 
They would be permitted to pay costs 
of business, including dividends, and 
they would be permitted to deduct 
legal reserves. The amount left as 
taxable would be small, as Croteau 
points out. 

Working with statistics on federal 
and state credit unions, Croteau finds 
that this group in 1958 had a total 
net income of $177,754,328 before 
allocating reserves or distributing 
dividends. Croteau estimates that 
$35,550,865 went into statutory re- 
serves and $127,298,156 was paid out 
in dividends, leaving $14,905,307 in 
undivided earnings. If taxation be- 
came effective, this amount might be 
further reduced, he points out, by 
higher dividend rates and interest re- 
funds. 

Getting down to individual credit 


unions, federal figures show that 87.7 
percent have a net income under 
$25,000. This income could be taxed 
at the 30 percent rate. Another 5.3 
percent have a net income between 
$25,000 and $50,000; only 3.7 per- 
cent have more than $50,000 in net 
income. This could be taxed at 52 
percent. “The earnings figures of 
credit unions show,” says Croteau, 
“that the revenue possibilities in credit 
union taxation are ridiculously small.” 


Are credit union reserves too 
big? The attack by the tax equality 
people on the reserves of savings and 
loan associations suggests that a simi- 
lar attack might be directed against 
credit union reserves. This is one of 
Croteau’s favorite subjects: he has 
said at various times and places that 
he finds the way reserves are set up 
arbitrary and irrational. He points out 
that few credit unions charge off loans 
in a volume anywhere near the size of 
their reserves. He concedes that “by 
limiting the distribution of the earn- 
ings in the form of dividends, the 
credit union has a margin from which 
it may absorb the consequences of 
faulty management decisions or of 
economic reverses.” He points out that 
the liquidation rate has been high. 
However, he believes that the best 
answer to the problem of liquidity 
would be, not high reserves in indi- 
vidual credit unions, but a workable 
system of central credit unions. In the 
absence of such a system, he sums up: 

“Credit union reserves in recent 
years have been growing slightly more 
than $25 million a year. Part of this 
amount is a true valuation allowance 
and properly reflects losses on per- 
sonal loans. The remainder is so pica- 
yune that it affords almost no revenue 
possibilities.” 


When is tax favoritism bad? 
There is no doubt that the House Ways 
and Means Committee is tackling a 
real problem. Different organizations 
and different industries are taxed in 
different ways. Special treatment is 
granted in many areas in order to 
produce results considered to be good 
for the social and economic life of 
the nation, and there is a trend toward 
ever-spreading special favors. It is 
always possible to find a plausible 
reason for giving some business or 
other organization favored treatment, 
but in the long run the trend is clearly 
dangerous. Little by little, tax con- 
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What about it‘? 


Director loans 


One of our board members would 
like to borrow from our credit union. 
using unpledged shares of 
members as security. 

Must the members who pledge their 
shares as 


makers? 


several 
security also become § co- 
ANSWER 


No Lh bkederal Credit 


Union Act in section 8 provides = 


revised 


that no loans to a director or me mbet 
of the supervisory or credit committec 
shall exceed the 


ings in the 


amount of his hold 
Federal credit union as 
represented by shares thereof plus the 
total unencumbered and unpledged 
share-holdings in the Federal credit 
tnion ol my rit mber pledged as Ms 

curity for the obligation of such dire: 

lor or committee member.” 

It is not necessary that a member 
who ple dges his shares as se urily lor 
a loan to an officer, director or com 
mittee member sign the note as a 
co-maker. The 


meet the 


pledging member can 
statutory requirement by 
signing a pledge of shares form. Such 
a pledge should contain a statement 
indicating the exact amount of shares 
pledged. And it should identify the 
specific loan for which the pledge is 
viven 


Certificates of deposit 

A state chartered credit union in our 
area recently called our attention to 
the attractive earnings it had received 
from certificates of deposit at a local 
bank. 

Are these certificates also available to 
federal credit unions ?—Pennsylrania. 


\NSWER 
Yes. Federal credit 


pure hase 


unions may 
certificates of deposit. But 
they must be treated as a cash item 
authorized — in- 


Federal ( redit 


They are not an 
vestment under the 


Union Act 


Volunteer organizers 

How active were our volunteer or- 
ganizers last year? Were they equally 
successful in all common bond fields? 
And what proportion of the overall 
organizational work did they accom- 
plish? 

ANSWER: 

During the first nine months of 

1959 


(January | through Septem- 
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her 30) volunteers, examiners and 
taff members organized a total of 
897 credit United 
States and Canada. 
Volunteers obtained 234 


union charters during this period 


unions in the 
credit 


kxaminers organized 43° groups. 
And the remaining 620 credit unions 
were chartered by staff members. 

volunteers 


The areas in’ which 


were particularly successful were 


church and government groups. In 
these two fields, volunteers obtained 
15). percent and 33 percent, respec- 
tively, of the charters granted. And 
in five other fields they also organ- 


LARGE LOANS 


ized 25 percent or more: trade——29 


percent; residential-27 percent; 


education——27 percent; food proc- 
essing—27 percent; and transporta- 
tion and utility--25 percent. 

In each of remaining four com- 
(manufactur- 


mon bond categories 


ing. labor. other associations and 


other occupations) volunteers were 
responsible for more than 20 percent 
of the groups organized. 

The largest number of credit 
unions founded by volunteers is in 
manufacturing. Volunteers obtained 
62 of the 288 charters in this cate- 


vory. 


Experience has been better on large 
unsecured loans than on secured loans 


(Continued from page 11) 
hoard that the committee has had an 
opportunity to hear all sides before 
it arrives at a decision.” 


Harrisburg Postal’s board also as- 
sists the credit committee in an ad- 
visory capacity. But while Lancaster's 
committee refers all unsecured loans 
above $500 to its board, the Harris- 
burg board participates only 
the credit committee is in doubt. In 
such instances the committee usually 
polls the directors individually. Oc- 
casionally the credit committee makes 
a formal referral to the board, asking 
the directors’ opinion. But whether the 
informal, the 
credit committee retains full authority 


whe n 


referral is formal or 


to approve or reject unset ured appli- 
cations within the limit of $1,200. 


* Delinquency control. Each of 
the five groups has its own method of 
handling delinquencies. But all stress 
the importance of setting up controls 
which become operative as soon as 
the member stops making regular 
payments. Comments Fort Pitt's 
Grimm, “The same principles which 
apply to all other loans also apply to 
large unsecured loans. Simplified, this 
means we follow up delinquencies as 
soon as they occur. When a member is 
behind with one or two payments it is 


usually not too difficult to help him. 
But when he misses five to ten pay- 
ments, then his loan may well become 
a problem.” 

Firth Sterling. All of this group's 
unsecured loans are on payroll de- 
duction, Collins reports. 
“Our members cannot cancel their 


treasurer 


payroll deduction arrangement with- 
out permission of our credit commit- 
tee.” says Collins. “This is vital.” 
Fort Pitt Steel Castings. A spe- 
cial two-member delinquency com- 
mittee is responsible for all delin- 
quency follow-up at Fort Pitt. Both 
of its members are directors. The com- 
mittee is appointed annually by the 
president at the organization meeting. 
Here is how the committee oper- 
ates: After a member has missed two 
or three payments, the committee con- 
tacts him twice by mail and then by 
telephone. Following these initial con- 
tacts, a committeeman visits the mem- 
ber at least once each month until 
the loan is either current or paid-up. 
At present the committee's duties take 
some 25 to 30 hours monthly. 
Harrisburg Postal. “Our credit 
committee chairman follows up all 
delinquencies,” treasurer Charles M. 
Boyer reports. “He contacts each 
member who has failed to make one 
payment. If the member cannot be 
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contacted by telephone, the commit- 
tee chairman sends him a reminder 
notice. Unless the member has left 
the postal service. this step is usually 
sufficient.” 

L.T.E. This group has a four-mem- 
ber delinquenc y committee, consisting 
of the treasurer, another director and 
two credit committeemen. The com- 
mittee reports to the board at its 
regular monthly meetings. 


When 


spends one evening monthly to dis- 


necessary, the committee 
cuss delinquencies. At these meetings 
the committee decides what course of 
action it wants to follow and what 
calls each committeeman should make. 
If a member does not respond after 
four to five personal contacts, the 
committee sends out a formal notice. 
requesting the member to present him- 
self at the credit union office. If he 
doesn't show up, the committee asks 
the credit union’s counsel to write 
a letter to him. This nearly always 
brings a response. 

Lancaster Postal. This group has 
a very effective two-step delinquency 
program. When a member falls be- 
hind with his payments, the first step 
is a personal contact by the treasurer. 
And if this contact is not successful. 
the treasurer requests the postmaster 
to remind the member of his obliga- 


tion to the credit union. 

Comments treasurer Bowman, “The 
only members who present a problem 
are those who leave the postal service. 
These members I contact first in writ- 
ing. If this fails, I contact them by 
telephone or in person. And if these 
reminders are unsuccessful, we use 
the services of a collection agency.” 

What qualifies a member for a 
large unsecured loan? Lancaster 
Postal ($3,000 limit) and Fort Pitt 
Steel Castings ($1,000 limit) have no 
special qualification requirements. 
I.T.E. ($1,500 limit) makes large 
character loans to all members with 
reasonable prospects for continued em- 
ployment. Harrisburg Postal ($1,200 
limit) wants the wife’s signature, a 
satisfactory payment record and com- 
pletion of the one-year probationary 
period of the Postal Service. And 
Firth Sterling ($1,000 limit) requires 
long employment. 

Fort Pitt’s Beryl Grimm believes 
that every member's character quali- 
fies him for a $1,000 loan. Says he. 
“A member who is good for a $500 
loan is also good for a $1,000 loan. 
If his character isn’t good for $1,000, 
it isn’t good for a $5 loan and he 
should have no credit at all. And any- 
one who isn’t good for $5 isn’t good 
enough for membership.” 


THE LONG, LONG STRIKE 


Keeping in touch with the members 
is the main thing to remember 


(Continued from page 17) 


strive for a maximum of personal con- 
tact with members; a moratorium on 
all debts should be declared, on inter- 
est as well as on principal. 

Mount Carmel Parish Credit 
Union made plans for the strike as 
early as December, 1958, while draw- 
ing up its next year’s budget esti- 
mate. By planning operations around 
a realistic budget, says Dick Lager- 
man, Mt. Carmel’s manager, the seri- 
ous effects of a strike can be averted. 
His estimated outstanding loan bal- 
ance for the first seven months of the 
year turned out to be accurate within 
one tenth of one percent. Though his 
estimate for share balances was some- 
what less accurate for the same period, 
Lagerman’s insight into the needs for 
the coming year as expressed in a con- 
crete hudget estimate was invaluable 
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in preparing Mt. Carmel for emer- 
gency demands. 

Prior to the emergency, Mt. Car- 
mel’s directors anticipated a need to 
borrow $150,000. When the time came 
to call upon other groups for support, 
Mt. Carmel solicited a total of $130,- 
000. The Colorado Central Credit 
Union and two other Colorado credit 
unions contributed $80,000 while the 
remaining $50,000 was loaned by a 
Pueblo bank. 

Members of Mt. Carmel Parish 
Credit Union with outstanding loans 
were assured that they need make no 
repayment until 60 days after th 
strike. In a letter to members, Lager 
man invited them to borrow “perhaps 
several hundred dollars; deposit these 
dollars in your share accounts and 
then make weekly withdrawals for the 
things you must have 

“Sure, that will make a lot of work 


in and out but—don’t forget that this 
is your credit union and we assure you 
that we will be delighted to do any- 
thing possible in the matter of work- 
ing with you.” 

In the July issue of Cup, Mt. Car- 
mel’s monthly publication, nonstrik- 
ing members were invited to increase 
their deposits and thus make more 
funds available for those directly 
affected by the walkout. 

At the end of September, with the 
strike dragging into its third month, 
Lagerman contacted credit unions to 
whom Mt. Carmel had loaned funds 
prior to the emergency, advising them 
that Mt. Carmel’s cash situation had 
changed substantially but emphasizing 
that “this is not a request for pay- 
ment.” By the end of November 
$80,000 of these funds had been re- 
paid to Mt. Carmel. 

The Colorado State Hospital 
Employees Credit Union with a 
membership of 1,700 felt the strike 
too. Steelworkers’ wives employed at 
the hospital became the principal 
breadwinners in their families for 
four months. The credit union’s board 
of directors granted extensions on the 
60 accounts that were affected, and 
declared that it was not necessary to 
keep up principal or interest pay- 
ments during the tight period. Every 
one of the borrowers, however, man- 
aged to continue payments on the in- 
terest. Few loan renewals were made. 

Bethel Federal Credit Union, a 
small Methodist group, numbered 
just two mill workers among its mem- 
bers. But the only loans which be- 
came delinquent at Bethel during the 
strike were those of several insurance 
men whose business had fallen off to 
a trickle. Bethel’s board granted ex- 
tensions on these accounts. 

The San Isabel Federal Credit 
Union, with assets of $550,000 and 
831 members, serves Pueblo em- 
ployees of the Denver and Rio Grande 
Railroad and the Missouri Pacific. 
Both roads made some layoffs as a di- 
rect result of the strike. Those affected 
were asked to keep up only the interest 
due on their notes. By November 30, 
the delinquencies amounted to 8 per- 

but this was even less than it 
een at the end of June, just be- 

re the strike. 
the steelworkers, four months’ 
tes were irrevocably lost. Many 
others around town were affected by 
resultant layoffs. The strike had made 
a deep gouge in the economy of the 
whole community. Some of the effects 
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but Pur blo s credil 


certainly did as much as any 


ere irremediabl 
unions 
ustain victims of the labor 
battle. Pueblo 


confident that 


yroup to 
management credit 
inion ofheials are 
members will long remember what the 
credit union did for them during thei: 


time of need and that, as a direct re 


ed from pa 


November 13, 194] 

The member repaid his $110 loan 
in full, according to the terms of the 
contract. The interest on this 


(County 


original 
was the credit unions only income 


from th (Se 


Case © 
Personal History. “C” was a 35 
executive, married 


yeal old junior 


the father of three teen-age children 
He was a member of Grand Central 
had been employed by the railroad 
for fifteen years and had excellent 
prospects for advancement. His an 
nual income was between $6.000 and 
$6,500. 

Problem. “C” accumulated debt 
trying to keep up with the Joneses 
Gradually his obligations rose above 
$9.000. Then his wife had a serious 
iutomobile accident; she was ex 
pected to be on crutches for at least 
two years. The car was completely 
wrecked, and “C” had not carried 
collision insurance. His _ creditors 
began to crowd him. He had no funds 
to satisfy their demands, nor those of 
the hospital, nor those of the car 
dealer to whom he still owed a balance 
of $1,000. 

At this point the railroad’s manage 
ment contacted Bonderefsky. It wanted 
to save ““¢ who was a capable and 
But his usefulness 
to the railroad might be ended if no 


solution to his 


respec le d { mploye ‘ 


financial problems 
could be found. The railroad felt itself 
involved because “C” had borrowed 
not only from banks, finance com 
panies and fellow employees, but also 
from several of the railroad’s cus 
tomers 
Here’s what “C” owed 
National City Bank 
Five Borough Personal 
Loan Company 
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sult, the bond between credit union 
ind members in the community has 
been fortified. 

strike we have been 
says Bob Toft, “‘has 


strengthened us more in terms of mem- 


“Every 


through,”’ 


hership than a whole year of promo- 


tional work could ac hieve 


> MEN IN TROUBLE 
There are ways to help members 
out of trouble without making loans 


Employees Personal 

Loan Company 100 
Interborough Personal 

Loan Company-- 100 
A fellow employee 2.500 
A railroad customer 600 
Another railroad customer 600 
A third railroad customer 500 
A fourth railroad customer 350 
Irving Trust Company 1.500 
Grand Central FCU__- 600 
Car balance due 1.000 
Wife’s medical bill ? 


lotal _.$10,350 


Here is what Grand Central did 
to solve “C’s” problem: 

Bonderefsky prepared a _ family 
budget with the cooperation of both 
the member and his wife. The budget 
was simple, covering only those living 
expenses which were absolutely essen- 
tial 

After careful consideration of “C’s” 
collateral, the 
credit union decided to make him a 
loan for $6,000. It used as security 


needs, income and 


immediate 
superior, a fellow employee to whom 
he was indebted for $2,500, and fou 
of his other creditors. Each of the six 
co-signers had excellent positions with 
substantially 
than ““( 


the signatures of “C’s” 


more earning powel 

Grand Central's former treasurer 
recalls: “We arranged for monthly 
payroll deduction of $175. And we de- 
ferred most of the interest payment 
from the very start, since this was the 
only possible way to assist the mem- 
ber.” 

After eighteen months. the credit 
union refinanced the loan to bring the 
interest payments more up-to-date. 
[wo vears later the loan once more 
was refinanced. This time it was pos- 
sible to set both principal and interest 
payments on a current basis. 


Five years after the original loan 


was granted, it was refinanced for the 
third time. This time, all amounts not 
previously included in the earlier 
loans were made part of the new loan. 
and for the third time the same six 
co-makers signed for “C’s” $6,000 
loan. This third loan included new 
funds in the amount of $3.400 to cover 
his remaining earlier obligations. All 
three loans together totaled $9,400. 

“C” continued his regular monthly 
payments for seven years. Today he 
has paid up every cent he owed his 
creditors when the original loan was 
made in 1950. In addition, he now has 
a share account of $1,000. 

“C” has had several promotions. 
loday his salary is nearly twice what 
it was at the time of his financial em- 
barrassment. He continues to save 
regularly at Grand Central Terminal 
Employees Federal Credit Union and 
now has a loan of $1,010 for his chil- 
dren’s education. Thanks to the sys- 
tematic savings habit which he de- 
veloped during his years of hardship. 
he was able to obtain this loan on the 
strength of his own signature. 


Case D 


Personal History. “D” was a 45- 
year-old baggage handler with a wife 
and two teen-age children. He had 
worked for the railroad for eighteen 
years. 

Problem. “D” suddenly began to 
behave irrationally. He purchased 
small jewelry items on credit and 
pawned them. He became an alco- 
holic. His debts were small, but he 
owed eleven creditors about $1,200. 

Shortly after “D” became unbal- 
anced, his wife took on employment 
as a janitress in the apartment build- 
ing in which they lived. From then 
on it was she who paid the rent, be- 
cause “D” was either intoxicated or 
penniless whenever he showed up at 
home. 

Since he spent all of his earnings on 
alcohol, “D” 
creditors. He was garnisheed by a 
number of them. The railroad per- 
mitted garnishments, but 
when these increased to six or seven. 


was unable to pay his 


se\ eral 


he was suspended from his baggage 
handling job. 

His supervisor had sent “D” to the 
credit union before his discharge. But 
“D.” who was not a member at that 
time, had not followed the supervisor’s 
advice. When “D” finally contacted 
the credit union, he had been out of 
work for a month. 

These were “D’s” creditors and the 
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enroll in the 
WHAT YOU CAN ACCOMPLISH 


You can enhance your career in the credit union field by at- 
tending CUNA School. Its 3-year course is designed to benefit 
you personally, whether you come from a credit union serving 


big-city industry or a rural community. Everything you learn 
at the school about credit union philosophy, problems, and 


procedures will help you do a better job. 
( () OL WHAT YOU CAN LEARN 


You can learn much in these two eventful weeks, both in class, 
and after school from the other 250 students. Besides the 
practical credit union information you receive, you will be 


for 


introduced to such fields as human relations, communications, 


management, economics, and psychology by carefully selected 
faculty members. Ask other students how much CUNA School 
has done for them! 

N WHAT TUITION COVERS 
The tuition fee of $160 covers classwork, room and board. 


Students at the 1960 CUNA School will live on the “down- 


town” edge of the campus, with time off to enjoy the city and 
its lakes, as well as the famous Wisconsin campus. Some 
scholarship funds available: address inquiries to Director, 


CUNA Education Department. 
JULY 17-30, 1960 


YOU'LL ATTEND 

UNIVERSITY OF _ “ass nine 
asses ee 

in the Wisconsin 

Center, the newest 

and most comfort- 

WwW ! S Cc © N > I N ‘. able aeaseaae 


on the campus. 


YOU'LL LIVE HERE 
Students will live and eat in 
Wisconsin's newest and finest 
dormitory, Chadbourne Hall 
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original amounts he owed them 


Employees Personal 
Loan Company § 300.00 
binlay Straus Company 
Stewarts Clothing Company 
Keystone Credit 
Corporation 12.50 
( ipitol Clothe 
Vetro Sacks 
binkenber 
Furniture ¢ OMpany 
Hecht's ¢ 
ment Store 
Busch ¢ 
Comp 
Bentley s Clothing and 


Je we Iry 


LO.00) 


Company hOL5S0 


170.00 
Depart 
250.00 
Je welry 
166.07 
Company 1OO.00 
Another store of Bentley's 
Clothin 


Company 


ind Je we Iry 


lotal 


Grand Central 
solved D's problem: 

During “D's” first visit to the credit 
union, Bonderefsky asked him wher 
he had pawned the jewelry which hi 
had bought DD” took offense at thes 
questions became insulting and left 

But - 
and “D 


office on the following day 


Here is how 


supervisor interven dl 
returned to the credit union 
This time 
he brought his wife with him fo 
moral support. He apologized for his 
previous behavior, applied for mem 
bership in Grand Central and prom 


ised to cooperate 

Bonderefsky contacting 
the jewelers and asking them to take 
kach of the 
jt welers agreed to take back his items 


and to cancel the entire indebtedness. 


began by 


hack the pawned yowe Iry 


This cleared away four of the eleven 
debts. The remaining seven creditors 
waived all interest payments when 
Bonderefsky ¢ xplaine d the details of 
“D's” case. This reduced “D's” debt 


hy almost 50 percent. 

At this point Bonderefsky felt that 
the time had come to try to arrange a 
loan for “D.” But none of the mem- 
ber’s fellow employees was willing to 
kach of them felt 


was irre sponsible and worth 


co-sign the note 
that “D” 


less, since he had 


borrowed from 


everybody and paid hack nobody. 
“D” had a reputation for borrowing 


even from the cleaning 


women at 
night, asking them for 50 cents to $2 
at a time. None of them had ever re 
ceived a cent in repayment. 


Bonderefsky tried a new approa h. 
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He appealed to the baggage man’s fel- 
low-workers on the basis that if they 
were unwilling to help “D.” they 
should at least be willing to help his 
wife and young children. 

This approach led to a solution. One 
potential co-maker retorted: “I'd like 
to help. But we earn such small in- 
comes here, and | have my own family 
I just wouldn't be able 

sien for more than $40 or $50." 

For two weeks Bonderefsky went 
from ¢ mployee lo employee. appealing 
to their willingness to help “D's” fam 


lo ¢ onside I 


ily. He was able to persuade twenty 
of “Ds” fellow-workers to co-sign a 
note for the total amount of $659.14. 
As soon as the loan arrangement was 
comple ted, “D” 


lor mer job. 


was reinstated to his 


“PD” now decided that he wanted to 
pay off his indebte dness as soon as 
possible in order to relieve his wife 
from her work as a janitress. To meet 
this request, Grand Central arranged 
for monthly payroll deduction of 544. 
Throughout the period of repayment. 
ibout eighteen months, “D” made his 
faithfully and refrained 
from alcohol. During this time he 


payments 


saved $50. After completing his loan 
pay ire nts, he continued lo save regu. 
larly. At one point his savings reached 
$500. 

Phre« after repaying his 
Grand Central loan, “D” suddenly dis 
appeared. None of his fellow members 


years 


have heard from him since. 


Case E 

Personal History. “bk” was a 38- 
year-old dispatcher, who had held his 
job for sixteen years. His annual in- 
come was $7,500. His wife was his 
only dependent. He was a responsible 
worker, with an excellent reputation 
among his fellow employees and good 
prospects for advancement. 

Problem I. The member had spent 
some $2,800 in one year on gambling 
and extra-marital affairs. He came to 
the credit union at his own initiative. 

Here is how Grand Central 
solved Problem I in this case. 

Grand Central granted a loan, pay- 
ing each of “E’s” six creditors. 

When making the loan, Bonderef- 
sky asked “E’s” wife to be present, 
too. “We do this for two reasons,” ex- 
plains Bonderefsky. “We believe that 


the wife should know what happens to 


the $100 which the member no longer 
brings home with his paycheck but 


now goes to pay off his loan. Once the 


wife understands about the loan, it be- 
comes a family project; and by co- 
signing the note, the wife becomes a 
party to it.” 

In “E’s” case, Grand Central found 
it necessary to obtain ten co-makers. 
Says Bonderefsky: “The fact that ‘FE’ 
needed ten co-makers does not mean 
that his fellow employees did not have 
full trust in him. It merely reflects the 
fact that they realized the seriousness 
of the responsibility which they un- 
dertook by co-signing. Since none of 
the ten could afford a substantial loss. 
they felt that it would be fairer and 
more practical to reduce the amount 
of the individual co-signer’s responsi- 
bility. 

The average obligation of the ten 
co-signers was about $280. 

Problem II. “E” disappeared a 
few months after he had obtained the 
loan. At that time his loan balance 
was $2,500. The ten co-makers repaid 
“E’s” loan. 

Four years later, the credit union 
found out where “E” and his wife 
were living. Bonderefsky immediately 
contacted “E” and reminded him of 
his responsibility to the credit union 
and to his co-makers. He did not tell 
“E” that the co-makers had already 
paid off the loan. After taking a stern 
lecture from Bonderefsky. “E” agreed 
to repay his loan at the rate of $15 
weekly. 

“E” has lived up to this agreement. 
Today Grand Central is holding some 
$750 in a special account for him. 
When this amount reaches $1,000, it 
will be distributed proportionately 
among the co-signers. And when “E” 
has repaid the full amount of his loan. 
all of the co-signers will be fully re- 
imbursed. 

Bonderefsky: “Our credit 
union feels that it has an obligation 
to the co-makers, in spite of the fact 
that they have already settled ‘E’s’ 
debt. That’s why we are trying so hard 
to collect from ‘E’ and reimburse his 
friends who risked their families’ 
funds to help a fellow-member in 
need.” 


Says 


Tax Position 


(Continued from page 21) 


siderations become more important 
than other motives in 
making business decisions, and this 


involves not only questions of ethics 


economic 
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BURROUGHS ELECTRONIC ACCOUNTING MACHINE 
CUTS TRIAL BALANCE TIME IN HALF 


The seene: Humble Employees Baytown Texas Federal Credit Union (Humble 
Oil and Refining Co.). The jeb: Cash-plan accounting for 5,200 members; account- 
ing for 3,000 loans. The equipment: The new Burroughs F-4224 
Electronic Accounting Machine. The results. in the words of Man- 
ager Wilfred S. MacKinnon: “The electronic features of this equip- 
ment provide us with greater operational efficiency. For example, 
we run our trial balance in only 11 hours instead of the 22 previ- 


ously required. I now have far more time for policy matters, 









Wilfred $. MacKinnon administrative duties, promotion activities.” Burroughs—TM 
Humble’s is one of many credit unions helped to B 

new accounting efficiency by Burroughs office =. urrou hs 
automation equipment. For details, action — and ‘a 
results — call our nearby branch now. Or write ( orporation 
Burroughs Corporation, Burroughs Division, 


Detroit 32, Michigan. 
“NEW DIMENSIONS / in electronics and data processing systems 
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hut also the very future of a free 

economy 
“A good tax, says Croteau, “should 
illow for the free play of the market 
in the llox ition of resources,” which 
means that a tax should not drive 
fishing fleets up into mountain ranges 
“Neutrality of tax treatment,” says 
is Bae 


deration in framing 


bye en ¢ onsidered an 


hich means it’s not the 
of the tax collector to decide 
her independent grocers should 
protected from the competition of 


chain stores. If it could be shown that 
people were leaving the banking busi- 
ness and going into the credit union 
business because of tax considerations, 
or if it could be shown that the credit 
union movement was rapidly replacing 
the banks and other tax-paying in- 
stitutions to the detriment of govern- 
ment revenues, then the case for tax- 
ing credit unions would be strong. 


These things cannot be shown; in fact, 


it would be ridiculous even to try to 
prove them. On the other hand, it can 
he shown that credit unions have, to 


ish handling can lead to major credit union problems. Don’t 


trouble by deviating from recommended procedures. Remember 
s your responsibility to safeguard the members’ funds at all times. 
< your credit union on these important points: 


The amount of working cash 


should be held to a minimum. When 


larger-than-average amounts are necessary, take special precautions. Don’t 
keep large amounts of cash overnight 


Your collector must iccount 


should provide 


to whom funds are submitted 


Be ure that each 


all collections made. Each collector 


i detailed accounting of each day's collections, and he 
should obtain a receipt from the treasurer or other authorized individual 


ippointment of an individual to a position of trust in 


the credit union is made a matter of record 


Before the credit union is closed for the day, make certain that cash, 
valuable papers and records are carefully put away, and that the safe, 


ol iil means of entrance 


cabinets, and other security devices are securely locked. In addition, 
‘ before leaving the premises. 


Your credit union can secure bond coverage with a maximum limit 
equal to the total assets of the credit union, not in excess of $1,000,000 
or $2,000,000 optional bond coverage if total assets are $1,000,001 on 


juest complete details now. 


Compare this with your present bonding protection, and re- 


WRITE FOR 576 BONDING FOLDER 


UNDERWRITTEN BY 





CUNA Insurance Services 
BONDING 


a eee ook, Pe 2 Boned. &. ae. | 


HAMILTON, ONTARIC 


a reasonable extent, accomplished the 
social and economic purposes that 
Congress expected when the income 
tax exemption was created. 

This apparently, is where the credit 
union movement can safely stand. 


FHA Cleans Up 


(Continued from page 14) 


Recent studies by National Better 
Business Bureau confirm that the gyp 
artists still active in the home repair 
field look to conventional financing. 
Allen E. Backman Jr., executive vice 
president of NBBB finds in city after 
city that the bad actors have con- 
cluded that FHA asks too many ques- 
tions and reacts too fast. 

Conventional financing usually 
starts at $6 discount per $100 and 
often goes much higher. Since there 
usually is no organized policing, some 
conventional lenders accept sharp 
practices which FHA would not tol- 
erate. 

One common device still in use in- 
volves balloon notes. In New Orleans, 
the Better Business Bureau turned up 
a case where work was valued at 
$2,150 and carrying changes at 
$1.500. The payment book specified 
35 payments at $50 each, with the 
balance due in the 36th month. This 
wage earner subsequently learned the 
job could have been done for $800. 

In many instances Better Business 
Bureaus find both high pressure oper- 
ators promise that borrowers can get 
“home improvement loans” which will 
pay off current debts in addition to 
the cost of the improvement job. One 
trick used in Baltimore turned out to 
be what was, in effect. a second mort- 
gage. On occasions when foreclosures 
have been attempted, borrowers con- 
tended they were unaware that they 
entered into a mortgage agreement. 


A bag of tricks 


There are many variations of a 
come-on in which borrowers are lured 
to pay excessive prices with the prom- 
‘rebate’ if the 
home is subsequently available as a 
“sample” or “model”. 

The list of tricks would make a book. 
Sometimes aluminum siding salesmen 
travel in pairs, one posing as a factory 
representative. Bait and switch is a 
tool of the trade, with prospects lured 
into inquiring about the $129.50 car- 
port, the $4 storm window, the $199 


‘ 


ise of a “discount” or 
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Money Orders can Now be Sold! 


A Valued Service to your Members 


The provision which permits all Federal Credit Unions to sell negotiable checks 
and money orders to members, and to cash checks and money orders for a fee. 


TAMPER PROOF SAFETY TINT 
1 and water marked paper back 
geass with Credit Union design, 
redit Union motto, and Little Man 
symbol 
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y THREE AUTOMATIC RECORDS | 
of each check for your protection 
Copies and Karbon-Out as desired 


PERSONALIZED with the names of your CREDIT UNION 
and its designated BANK, including UNION LABEL 











Compare the TAILORED SAFETY FEATURES of this 
Credit Union Voucher and Account Payable Check 
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Nearly 2,000 credit unions are 
ity, union-made checks and machine pass-books 


now using our qual 


Your choice ac unt headings and type matter 
bottom of voucher 


SAMPLES AND PRICES FURNISHED ON REQUEST 
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Dept. C + 4048-58 Schubert Avenue + Chicago 339, Illinois 
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YOU NEED 


A. 


Broww 


COIN CARDS! 


Coin Cards by 
Handford Brown 
will enc wage your 
members | sove 
egularly pay 
loan installments 
promptly! These 
are 


edit t« 


Holders 
for $2 00 


in dimes! 


Holders 
for $5.00 


in quarters! 


Write for attractive samples and low prices 
today! We will gladly design a special Coin 
Card to meet your specific requirements! 
Phone or mail coupon now! 


MAIL THIS COUPON NOW! 


HANDFORD BROWN CO., INC 
Dept. CUB 02-60 
Coytesville, New Jersey 














Gentlemen 


Please send me further information on 
your “Coin Cards 


hacia 


HANDFORD 
i=], fe). 1, Beier 


INCORPORATED 
JERSEY 








“club cellar” and the $300 garage. 
Shoddy workmanship, delays and 
hill padding are common complaints, 
where work is done under unpoliced 
Asphalt 


where poor 


loans paving is an area 
workmanship is some- 
times reported. Installation of alumi- 
num siding is often far behind the 
promise date. Bad workmanship may 
appear in installation of swimming 
pools in Los Angeles, or in storm win- 
dow installations elsewhere. 

From Dallas, there are reports of 
“low estimates and high charges” on 
such jobs as roof repairs and gutters. 
Other cities tell of bill padding by 
plumbers. Baltimore records case: 
where people thought they bought at 
specified prices only to find 
schedule that 


charges are several times what they 


from 
their payment actual 
expects d 

In this jungle, then, it is reassuring 
to read what NBBB has to say about 
urrent property improvement loans 
Five or six years ago, says Mr. Back- 
man. the FHA name was being used 
in the most deceptive sales approaches 
ind outrageous practices imaginable 
Now, of 77 bureaus covered in a na- 
tionwide NBBB study this year, 65 
report no known instances of gyp ot 
unethical promoters capitalizing on 
FHA’s name. Eleven reported “rare 
promptly dealt with. One 
offenses 
hut added “they have been delt with 
with vigorous prose ution.” 


instances,” 


Baltimore—had _ serious 


Lenders can’t relax 

The answer is chiefly in the fact 
that it doesn’t pay for lenders to be 
careless about dealers who cheat on 
FHA-insured jobs. If a lender incurs 
an excessively high rate of defaults. 
he finds an FHA financial represent- 
ative at his door, ready to make a 
complete examination of his Title | 
portfolio. As for the dealer who cheats. 
retribution is swift and decisive. For 
willful, 
may find himself on the precautionary 
effect blacklisted 
and unable to obtain any FHA in- 
sured loan. Where a taint of corrup- 


uncorrected negligence, he 


measures list-——in 


tion is found, the case goes through a 
compliance procedure which may end 
up in the office of the U.S. attorney. 

FHA understandably is sensitive to 
chicanery of the sort exposed in the 
1954 Congressional investigations. 
Although over 1.000.000 loans are 
made annually, the agency now gets 
only about 900 instances annually 


where law violation are indicated. 
When such cases arise, however, they 
are reviewed by a compliance divi- 
sion. A high percentage ultimately go 
to the Department of Justice for in- 
vestigation or prosecution. 

\ good share of the responsibility 
for safe operation of the property im- 
provement program rests on the lend- 
ers. Normally the negotiations of loans 
is entirely between borrower and 
lender or the lender and the approved 
contractor. Unless a default occurs or 
irregularity is discovered, FHA has 
no contact with the loan from the time 
it is made until it is liquidated. 

In these circumstances, lenders are 
expected to deal only with reputable 
contractors and to make loans only 
to individuals who are good credit 


risks. 


Changed procedure 


One reason credit unions have been 
slow to enter the home repair loan 
field is that most Title 1 loans former- 
ly were made under the “approved 
dealer” program. Here the 
serves as an intermediary who brings 
the borrower to the lender. Credit 
unions are not set up to attract this 
kind of patronage. 


dealer 


In recent years. FHA has required 
close screening of the dealers oper- 
ating under the “approved dealer” 
program. Before approving a dealer. 
the lender is required to secure proof 
that the firm is reliable, financially 
responsible, and equipped to do the 
work and future 
Lenders who fail to comply with this 
rule have had_ trouble 
when defaults occur. 


assure servicing. 


recovering 


Currently, almost 40 percent of the 
property improvement loans are di- 
rect loans to borrowers, of the kind 
that credit unions are organized to 
make. Here there is no problem about 
approving a dealer. The loan is made 
to the borrower, who may serve as his 
own contractor, or may even use the 
money to buy materials and handle 
the work on a “do-it-yourself” basis. 

Because it is accustomed to dealing 
with people, a credit union is at home 
in a situation of this kind. It is an ex- 
pert on personal loans and collections, 
and it is expert on the people it is 
dealing with. 

In making direct loans for home 
repair purposes, the lender has at least 
two major responsibilities. One is to 
be sure the buyer understands that 
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CUNA 
BONDING SERVICE 


assists credit unions in ob- 
taining the most compre- 
WS hensive bonding protection 
available for credit unions 
today. A maximum amount 
of bonding protection is provided at a minimum 
cost. This bond meets, and in most instances 
greatly exceeds, the requirements of supervisory 
authorities. Improvement of existing bond 
coverage is a continuing function of this service 


< THE CUNA 
AUTO INSURANCE 


PROGRAM 





A aids credit unions 
in counselling their members on auto insurance 
needs. It helps them finance car purchases for 
their members, and makes available adequate 
insurance protection at a reasonable cost. This 
coordinated plan also provides a reliable nation- 
wide claim service, and special protection 
features. In effect, it is a “one stop’’ package 
auto loan service. Savings are returned to 
members in the form of dividends, based on 
premiums paid. 


To obtain complete information on Credit Union 
Insurance Protection, write to: 












CHATTEL LIEN 
NON- FILING 


INSURANCE 


is designed to relieve busy 
credit union treasurers from 
the inconvenience of recording 
chattel mortgages, while still providing the 
credit union with the protection that filing offers. 
It is desirable, too, because: 
e It honors the privacy of your borrowers by 
keeping their names from becoming a matter 
of public record 


e In most areas it costs no more—and frequently 
less—than the actual recording of the lien 
instruments. 


THE GROUP 
ACCIDENT POLICY 


for volunteer directors and 
‘ committeemen protects them 

in the event of accident during 
the performance of the official duties of their 
office. A master contract issued to the Credit 
Union National Association, Inc., provides the 
coverage. The policy pays up to $1,000 in 
medical expenses for any one accidental injury, 
and pays scheduled amounts up to $8,000 for 
accidental death, dismemberment, and loss of 
sight 


GENERAL LIABILITY 
INSURANCE 


covers most hazards except 
Workmen's Compensation 
Insurance. Coverage includes 
bodily injury sustained on any premises owned, 
leased, or occupied by the league or credit union, 
and products liability if the credit union or 
league serves refreshments. Nonownership 
automobile coverage, which protects the credit 
union or league if an employee is found negligent 
or liable in an automobile accident while 
conducting credit union business, is also 
available. 


A CONTINUING PROGRAM OF RESEARCH 
conducted by the CUNA Insurance Services 
Department improves existing services and helps 
develop new ones. 


cuna /nsurance 
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MADISON, WIS 


HAMILTON, ONT 
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property improvement loans must bee 
used only for the purpose specified 
in the application and that serious 


results, even criminal prosecution, 
can result in the event of misappro- 
priation of funds 

\ second duty ty make sure the 
horrower is approaching his project 
in a businesslike manner. He should 
he encouraged to deal with reputable 
suppliers, to get several bids and of 
course to avoid glib talkers. One sound 
precaution is to require him to submit 
a written breakdown of the costs he 
expects to incu! 
Lenders who participate in the 
property improvement loan program 
have a special obligation to make sure 
the borrower understands the impor 
tant distinction between FHA’s fun 
tion in the Title | program and the 
protection it affords in the home mort 
gage program 

The Property Improvement Loan, is 
in effect, consumer credit in the hous 


ing field. FHA acts only as an insurer. 





Save your members 
hundreds of dollars 


on autos! 


Here’s a complete 63-page book 
that tells what the dealer pays for 


new cars . actual dealer costs, 
not retail prices! 

Covers all 1960 American cars; 
prices on accessories, pick-ups and 
foreign cars, too. 

Offered this year for the first 
time to credit unions. Banks and fi- 
nance companies value this infor- 
mation highly. 

Not to be confused with NADA 

pertains to new cars only. 

$7 for a single copy. Quantity 
prices available. 

USE THE COUPON TODAY! 


DEALERS’ COSTS, Dept. CB-2 
P. O. Box 1312 
Waco, Texas 
Please send me a copy 
[] Check enclosed 
[] Bill on delivery 
Ordered by 
Credit union 
Address 














It has not inspec ted the property, ap 
praised the job or guaranteed any- 
thing. The borrower is expected to 
pick the contractor and make his own 
inspections. As an insurer, however, 
FHA requires the borrower to specify 
how the money is to be used. If the 
borrower or the businessman he deals 
with fail to live up to the terms of the 
application, FHA has a right—and 
responsibility—to see that appropriate 
steps are taken. 

Many important reforms have been 
introduced since the widely-publicized 
Congressional investigation. Co-insur- 
ance, with the lender standing 10 per- 
cent of the risk, was one of the major 
changes designed to assure care in 
making loans. 

Compliance is tougher. At the peak 
of, and in the period immediately fol- 
lowing the investigation, more than 
3.000 firms and individuals were 
added to the precautionary measures 
list. a cumulative list of all dealers 
and salesmen who fail to honor obli- 
gations under Title I. The list is on 
hand in lending institution 
where FHA-insured loans are made. 


every 


It is almost impossible for a firm or 
salesman on the list to get financing. 

Currently, the number of names 
added annually to the list may run 
vetween 400 or 500. As each name 
goes on the list, special notice is 
mailed to financial institutions in the 
area where the firm or individual op- 
erates. 

Certain types of work which are 
particularly susceptible to exploita- 
tion by shady operators have been ex- 
cluded from the program. Items like 
fire alarms, sold with terror tactics, 


COMING EVENTS 


February 9-13-—-CUNA and affiliates’ 
quarterly meetings, Loraine Hotel, Madi 
son, Wisconsin. February 11, 10 a.m., joint 
meeting. February 12, 9 a.m., CUNA Mu- 
tual Board; 2 p.m., CUNA Supply Board. 
February 13, 9 am., CUNA Executive 
Committee. 


February 18-20—Credit Union League of 
Manitoba annual meeting, Marlborough 
Hotel, Winnipeg. 


February 20— Tenth District meeting, 
LaConcha Hotel, Atlantic City, New Jersey. 


February 20-21—Eleventh District meet- 
ing, Sheraton-Biltmore Hotel, Providence, 
Rhode Island. 


February 23-24—Saskatchewan Credit 
Union League annual meeting, Bessborough 
Hotel, Saskatoon. 


March 3-5—QOntario Credit Union 
League annual meeting, Royal York Hotel, 
Toronto. 


March 4-5—North Dakota Credit Union 


League annual meeting, Memorial Building, 
Jamestown. 


are out. Barbecue pits and dog houses 
are cxamples of other excluded items, 
de-listed on the theory that FHA is 
concerned with raising living stand- 
ards, not luxuries. 

Determined to nip trouble in the 
bud, FHA requires lenders to report 
irregularities immediately, even if 
loans are not in default. Continuing 
contact is maintained with Better 
Business Bureaus and Dun and Brad- 
street for information which may in- 
dicate incipient trouble. Advisory com- 
mittees composed of outstanding bank- 
ers and outstanding industry leaders 
are consulted regularly, for sugges- 
tions. 

For the past three years, Title I 
operations have been supervised by 
Roye Cooke, Athol, Mass.. 
man of wide experience. For 25 years 
he was president and treasurer of R. 
F. Cooke Manufacturing Company, a 
leading woodworking industry in New 
England. During this same period he 
was an insurance broker and realtor 


business- 


... the fourth generation in his fam- 
ily to be interested in real estate, and 
a qualified real estate appraiser on his 
own. 

He speaks of the millions of indi- 
viduals who are benefited by the 
credit which is available as a result 
of the property improvement pro- 
gram. And he emphasizes the attitude 
of FHA toward the lending institu- 
tions. “We are only acting as insur- 
ers,” he told the Credit Union Bridge 
recently. “We try to leave lenders free 
to operate their own businesses. But 
we won't tolerate free loaders—those 
who do not operate ethically, or ac- 
cording to good judgment.” 


March 11-12—Connecticut Credit Union 
League annual meeting, Hotel Statler, Hart- 
ford. 

March 11-12—Ninth District meeting, 
Columbia, South Carolina. 

March 12—Fifth District meeting, Rice 
Hotel, Houston, Texas. 

March 12—Seventh District meeting, 
Detroit, Michigan. 

March 12-13—Fourth District meeting, 
Hotel Utah, Salt Lake City, Utah. 





CLASSIFIED 


POSITION WANTED: Manager or treasurer 
of large credit union, wi!] consider medium 
size credit union with incentive plan. Excellent 
record of operation. Write Box A67. 


BOUND VOLUMES of the Credit Union 
Bridge for 1959 are now available, at $4.50 
each. Valuable for reference, fully indexed at 
back of December issue. A few bound volumes 
for earlier years are also available: 1948, 1949, 
1961, 1952, 1955, 1956, 1957 and 1958. Order 
from The Credit nion Bridge, Box 431, 
Madison 1, Wis. 





In writing to advertisers using box numbers, 
send letters care of The Credit Union Bridge, 
Madison, Wis. 


The Credit Union Bridge 








DS ee aaa ee a ae 


Give this 
helpful literature 
to your 


NEW OFFICERS and 
COMMITTEEMEN! 


FOR DIRECTORS > 


~ HOW TO BE A GOOD 
CREDIT UNION DIRECTOR 
(Ed. 118) — Informative, 
up-to-date. Helps the new 
director evaluate the credit 





BOOKS 


BOOKLETS 


MANUALS 
A I 
GUIDES 





SUPPLEMENTS 
peace" 


HANDBOOK 
aed 
OUTLINES 


union, make decisions, and 
perform his duties effi- 
ciently. Size 3¥. x 842", 
stitched, two colors. 

-10 each 


FOR THE EDUCATION COMMITTEE > 


ADVERTISING YOUR CREDIT UNION 
(Ed. 98) — Use this helpful quide to 
help build your promotional program. 
Tells how to set goals, set up budget, 
buy materials, and get the job done. 
Two colors, 24 pages, 8Y% x 11", 
stitched. $1.00 each 


< FOR THE CREDIT COMMITTEE 


LENDING THE MONEY (D-1) — Every 
committeeman needs this introduc- 





ee 





FOR THE SUPERVISORY OR 


EXAMINING COMMITTEE 





CREDIT UNION AUDITS (Form 
Ed. 78) —A handbook that 
makes auditing easy — saves 


time, saves work, saves errors! 






Includes simple step-by-step 


instructions, all needed work 





sheets, and file record. Each 
% committee member needs one 


every yeor. File size, 8% x 





11°, 32 pages. .50 each tion to the detailed information in 
; the bylaws and handbooks. Two col- 4 
. ors; size 35% x 8%", 12 pages, a 
% stitched. .10 each + 
: : 
be nie we = Ls oH ™ ie 
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... and don't overlook these valuable aids: 


HOW TO MULTIPLY THE SUCCESS OF 
YOUR CREDIT UNION THROUGH GOOD 
PUBLIC RELATIONS (Ed. 68) —Outlines 
proven PR principles. Contains helpful 
check-lists. Size 5Y2 x 82°, stitched. 

$6.45C 


A GUIDE TO CREDIT UNION OPER- 
ATION (Ed. 31) — Questions and answers 
covering the board, committees, divi- 
dends, loans, and other topics. 8 x 
11", 16 pages, stitched. .15 each 


GUIDE BOOK FOR CREDIT UNION 


ant an Papas wes 


FEDERAL ACCOUNTING MANUAL — Com- 
plete outline of accounting forms and 
procedures, for credit unions using F.C.U. 
numbered forms. Illustrated. Size 9 x 
11%". $1.50 each 


AUDITING POINTERS FOR SUPERVISORY 
COMMITTEES (Ed. 64) — Tells how to su- 
pervise or examine credit union records 
and actions. Pocket size, 5Y. x 8Y,", 
8 pages. .05 each 


EPR akatiet At 
ey: 


CRUSADE — The story of credit union 
growth in America. Bound book, in- 
dexed; 379 pages. $2.50 each 

THE FEDERAL CREDIT UNION — Intensive 
study by Dr. John T. Croteau of how 


SUPPLEMENT TO ACCOUNTING MAN- 
UAL — Describes practical methods de- 
signed to help the larger Federal credit 
union handle increased business volume. 


Size 8Y, x 10%"', 70 pages. .50 each 


per ecegpecte 
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TREASURERS (Ed. 34) — Simplified illus- 
trated guide to credit union accounting 
procedures. Size 8Y%, x 11, 36 pages 

.65 each 


SUPERVISORY COMMITTEE MANUAL 
(FCU 545) — Defines committee's powers 
and responsibilities, and outlines audit- 
ing procedure. Size 8 x 10%", 80 pages. 

$1.45 each 


Federal Credit Unions serve needs. ; 


Bound book, indexed; 210 pages 

$2.70 each 
All prices net, plus shipping charges. Do 
not enclose payment with order, Please 
pay after you receive invoice, 





Order now from your league deparment 


CUNA SUPPLY 


Box 333, Madison, Wis ° 


. . + If your league does not have a supply 
department order from 


lotele) 1 4.7 wah’ s | 
Box 800, Hamilton, Ontar BcSce 





... their credit union to get complete information about 
the CUNA Mutual insurance services provided them by 
their credit union. They know that savings in their credit 
union earn life insurance, up to $2,000, But what about 
this vew plan—3-Way Loan Protection? Was there some- 
thing wrong with the previous AA plan? 


Nossir! Their treasurer immediately told them that the 
AA plan is a good one. The new 5-Way plan is the same 
thing with additional benefits: It not only provides the 
AA benefits in the event of an insured borrowing mem- 
ber’s death or total and permanent disability but 
through endorsement to the AA contract, it also protects 
the insured member against femporary disability! 


“Further”, smiled the treasurer, “temporary disability 
means that if you, Mr. Butcher, Baker, and Candlestick- 
maker, become totally and continuously disabled before 


age 60, and remain so for three months or more, CUNA 
Mutual will begin making your loan payments (both 
principal and interest up to $150 per month) from the 
date disability begins. Payments to the credit union will 
be made each three months covering installments which 
became due during the period of your temporary dis- 
ability. The maximum benefit under the 3-Way plan 
remains the same as under the AA plan.” 


Mr. Candlestick-maker thought this sounded fine but he 
wanted to know what it was costing him. The treasurer’s 
face brightene | at this remark. “Nothing”, he grinned. 
“There is no direct member cost involved, it’s paid for by 
the credit union, We pay CUNA Mutual a monthly pre- 
mium based on our outstanding insurable loan balances. 
The premium is only le per $100 per month of insured 
loans outstanding in addition to the premium for the AA 
plan. That's all it costs! Believe me it’s well worth it.” 


CUNA MUTUAL INSURANCE SOCIET 


P. O. Box 391 Madison, Wisconsin 


Credit Union 


P. O. Box 65 Hamilton, Ontario 
Union Addre 











